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It's Wise to Recommend 
BARBER Gas Pressure REGULATORS 


Here is a strictly high quality gas préssure regulator, engineered and 
built by experts, in the belief that a really dependable regulator is 
the only kind worth using. A precision device of the most approved design 
and materials, the Barber Regulator is not intended to compete with more 
cheaply made products. Honestly priced, highly regarded for many years 
by leading gas authorities, it will deliver the utmost in service and re- 
liability. Responsive to 3/10 pressure drop. 


Rugged bodies, brass operating parts, phosphor bronze springs, non- 
deteriorating diaphragms properly processed for domestic delivery pres- 
sures. For low pressure on LP Gas, special diaphragms are provided. On 
gas appliances you sponsor or sell—always recommend Barber Pressure 
Regulators. 


Attractive folders on this 
Regulator will be fur- 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. & est- 
ing Laboratory. 
Sizes Y%4" up. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER cscssuns REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appiian¢ 
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PRESSURIZED ‘ 


FOR NEW ECONOMIES 


Demand charge for Induced-Draft fan capacity may run as high as one-half 
of one per cent of gross generating capacity . . . an appreciable expense to 
any central station. Maintenance, too, is excessive because of constant exposure 
to hot gases and entrained abrasive particles. 


These reasons help explain the importance of B&W’s latest development 
—pressurized furnace construction. ID fans can be eliminated and users assured 
of the four big advantages listed on the opposite page. 


A creative approach to boiler design and application, working in close co- 
operation with far-sighted managements and power engineers, has identified 
B&W with steam-power progress for more than 80 years. Perhaps it’s just 
what is needed to effect significant steam-generating economies in the solution 
of your present problems or future plans. 
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oved principle -+e OFFERS MAJOR COST SAVING ADVANTAGES 


hoiler-furnace 1 Eliminates ID fan — lowers demand charge. 
. 2 Prevents air infiltration — provides higher boiler efficiency. 
operation a eae 
3 Simplifies draft control — permits quick, easy, effective 


pioneered adjustment to optimum combustion conditions at all loads. 
b B W 4 Simplifies design — lowers initial cost of duct and stack 
y & arrangement. 
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Hel pin g Industry Cut 
Steam Costs Since 1867 









EADERS of contemporaneous nine- 
teenth century novels—if such con- 
templative gentry still exist in these 
glamorous days of radio, television, and 
spoon-fed “digests” — must sometimes 
wonder about the decline and fall of the 
purchasing power of many once honored 
monetary units. The English penny, the 
French centime, the American cent all 
once had a humble but respected place in 
the world of commerce. 


WHEN Dickens speaks of “a penny’s 
worth of ale” and Balzac speaks of “a cup 
of coffee and rolJs to be had for a couple 
of sous,” in the Paris of the Restoration, 
modern-day readers must occasionally 
feel a touch of wonderment. Even in our 
own times the American penny once 
bought some kind of a cigar; and Hora- 
tio Alger’s boyhood heroes managed to 
dine for a dime and gain weight in the 
process. 


Nowapays, even the nickel has lost 
its traditional potency. This will be 
grasped very readily from a splendid 
Yardley cartoon, courtesy of The (Balti- 
more) Sun, entitled “The Vanishing 
Buffalo,” which appears on page 35 of 
this issue. The nickel streetcar fare, the 
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ALFRED V. ROBERTS 


nickel cigar, the nickel beer, and the 
nickel cup of coffee have all gone to the 
Happy Hunting Ground. The latest 
casualty seems to be the nickel telephone 
call in several American cities. As for 
the American penny, its surviving use- 
fulness seems to be trended toward mak- 
ing change for various sales taxes. The 
penny newspaper has long since dis- 
appeared. 


F course, we realize that this loss of 
purchasing power by the smaller 
monetary units has been more than off- 
set by the tremendous gain in the volume 
of total purchasing power available. By 
any comparable standards, people have 
more money to spend, even at higher 
prices. But there is an important regu- 
latory angle in this constant decline of 
specific monetary unit purchasing power 
over the decades. Utility plants con- 
structed at original cost in terms of 1910 
dollars or 1925 dollars still earn rewards 
in “rate of return” for investors keyed 
to the original investment. The resulting 
problem for the regulatory specialist is 
to adjust the return so as to continue to 
attract capital for utility plant invest- 
ment—capital that might otherwise go 
to unregulated competitive industry. 
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®@ Quite a change from the stately 
old windmill to a modern power 
plant. And from the capital markets 
of former years to those of today. 

Has your organization a com- 
prehensive program geared to 
present-day financial conditions? 
Are your financing methods and 
your approach to the financial 


ike 


ONE WALL STREET 
Capital Funds over $118,000,000 


Has your financing program 
kept pace with the times? 


community keeping up-to-date? 

If you would like to discuss these 
questions or others in connection 
with your business, the specialists 
in our Public Utilities Department 
will welcome the opportunity. 
They are fully qualified to give 
the expert guidance which may 
be of assistance to you. 


ST 


NEW YORK 15, N.Y. 
Total Resources over $1,100,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Watxer—Vice President in Charge 


MEMBEB FEDERAL DEPOSIT INSURANCE COBPORATION 









PAGES WITH THE 


In this issue we present the first of a 
2-part series on the problem posed by 
the inflation dilemma for utility rate mak- 
ing. It is a joint product of two regula- 
tory specialists on the staff of the Michi- 
gan Public Service Commission. 


Joun W. Kusninec, one of these 
authors, is chief engineer and director of 
public utilities for the Michigan board. 
Born in Battle Creek and graduated 
from the University of Michigan (BSE, 
’21 and MSE, ’25) he has specialized in 
construction research and economics, 
first in private manufacturing industry 
and later in public utility and highway 
construction. He joined the Michigan 
commission nine years ago. He is the 
past chairman of the state utility engi- 
neers group of the National Association 
of Railroad and Utilities Commissioners. 


Grover C. WirIck, JR., the other col- 
laborator, was born in Flint, Michigan, 
and graduated from Michigan State Col- 
lege (BA, 42) and the University of 
Michigan (MA, ’46). Hjs earlier ex- 
perience was as a security analyst with a 
Detroit bank. He is now a statistician 
with the Michigan commission. 


* * * * 


men and women left the halls of our 
colleges and universities with diplomas 
in hand ready to set the world right. This 
month, a good many of them are still 


I AST month thousands of eager young 
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sitting around wondering when the 
world of business and commerce will 
awaken to its opportunity. 


It is easy to pass off this difficult tran- 
sition period as one of life’s minor 
tragedies. But in recent years there has 
been some serious thought in high places 
as to whether this embarrassing shift, be- 
tween the academic and gainful occupa- 
tion, is necessary. Industrial executives 
are beginning to wonder whether it 
really does not mean lost motion and 
poor management of a valuable asset; 
namely, youthful incentive. 


WE present in this issue a thoughtful 
discussion of an actual plan for codpera- 
tive campus training which one of our 
great utility manufacturing organiza- 
tions has placed into operation. The 
author of this article (which begins on 
page 10) is J. C. McKeon, manager of 
university relations, Westinghouse Elec- 
tric Corporation. Before joining West- 
inghouse nine years ago, he was an as- 
sociate professor at the University of 
Tulsa. 


* * * * 


LFRED V. Roperts, whose article on 
the demand charge begins on page 
25, has recently returned to the United 
States for professional practice after a 
tour of duty as engineer with the Hawaii 
Public Utilities Commission, which be- 
gan in 1939. Born and educated in Eng- 
land, Mr. Roserts served five years with 
Lloyds Bank, Ltd., before coming West 
in 1908. He took up civil engineering in 
1918 and played a considerable part in 
the establishment of the Honolulu Water 
Works. He has performed other engi- 
neering, research, and administrative 
services for the territorial government. 
He is a member of the Engineering Asso- 
ciation of Hawaii. He is now a resident 
in Portland, Oregon, of which state he is 
a citizen. 


THE next number of this magazine 
will be out July 20th. 
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Have you an up-to-date picture? 


° the facts in your hands now give you a 
clear, true picture of your consumers’ 
pge data... 


. or are your statistics (pardon us) out of 
us? 


b get, and keep up-to-date pictures of usage 
a, call regularly on the Recording and Sta- 
tical Corporation. 


e can compile your data in % the time... 
d at 4 the usual cost of preparing it in your 
yn offices. 


0,000 of your bills can be analyzed in one 

y by the remarkable Bill Frequency Ana- 
er—an electro-mechanical device developed 

pecially for this purpose. Consequently, the 

Bt to you is but a small fraction of a cent 
item. 


Get complete data 
“The One Step Method of Bill Analysis” is 
an informative booklet that tells you more 
about this accurate and economical method of 
compiling consumers’ usage data. We will 
gladly send it to you upon request. 


This Bill Frequency Analyzer—developed especially 
for utility usage data—automatically classifies and 
adds in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


MORE LIGHT NEEDED ON ELECTRIC POWER 


The recently elected president of the Edison Electric Institute, 
who is also president of the Carolina Power & Light Company, 
L. V. Sutton, gives us his personal views on the necessity for pro- 
moting an enlightened public opinion at the grass-roots level con- 
cerning the public service responsibility of America's electric 
power industry. He reviews the basis for the recent 15-point 

"Principles for Sound Water Resources Development" adopted 
by his association. 


AN ANSWER TO THE INFLATION DILEMMA IN 
RATE MAKING. PART Il. 


What special problem does inflation pose to the regulatory com- 
mission? It is not so much the actual economic dislocation as it 
is the influence which inflation has upon certain regulatory pro- 
cedures. Needless to say, state commissions share this appre- 
hension during an era of inflation. John W. Kushing and Grover 
C. Wirick, Jr., of the Michigan Public Service Commission staff, 
show in the second instalment of their 2-part series some prac- 
tical steps to coping with price rises in rate fixing. 


PUBLIC UTILITY EXPANSION THROUGH 
PRIVATE ENTERPRISE 


The so-called Cold War is not only an international major con- 
flict being waged at the diplomatic level, it also vitally affects 
our private enterprise system on the domestic front. Robert R. 
Gros, publicity manager for the Pacific Gas and Electric Com- 
pany, believes the Cold War actually has icicles all over Ameri- 
can business. The threat to the utility industries is specifically 
explored. 


A COLLEGE STUDENT LOOKS AT RURAL ELECTRIFICATION 


How does the rural power policy of the Federal government ap- 
pear to the average intelligent American still in college? Here 
is an objective and unaided study of the REA—with conclusions 
of the author, Clark M. Brink—submitted as a “term paper.’’ It 
is presented as an interesting case study of what a fairly rep- 
resentative college man is thinking about along these lines, when 
thrown on his own resources and research. 


* 


A Is Pere ae financial news, digests, and interpretations of court and com- 
decisions, general news happenings, reviews, Washington gossip, 
pa other features of interest to public utility regulators, companies, 

executives, financial experts, employees, investors, and others. 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


* 4 


DUDLEY F. KING 


Associates: 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS * PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 





Cabell CEeuke 


“There never was in the world two opinions alike.” 


—MoNTAIGNE 





Rospert E, WILSON 
Chairman of the board, Standard 
Oil Company of Indiana. 


W. WALTER WILLIAMS 
Chairman, board of trustees, 
Committee for Economic 
Development. 


Maurice J, ToBIN 
Secretary of Labor 


Epwin G. Nourse 
Economist and former chairman, 
Council of Economic Advisers. 


Harry M. MILLER 
President, National Association 
of Railroad and Utilities 
Commissioners. 


JAMES A. FARLEY 


Former Postmaster General 


EpiToRIAL STATEMENT 
The Wall Street Journal. 


VANNEVAR BUSH 
Wartime head, Office of Scientific 
Research and Development. 
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“I’m not ready to hand that fine word ‘liberal’ over to 
the Socialists or the nibblers, for ‘liberal’ comes from 
‘liber,’ meaning ‘free,’ and theirs is not the way to free- 
dom.” » 

“Tax revision cannot be attained overnight, but we can 
make steady progress toward removing the obstacles to 
business investment which are currently imbedded in our 
tax system.” > 

“If all Americans could understand the great contribu- 
tions unions have made on our international fronts, as well 
as on our national front, there would be greater support 
for organized labor.” 


a 
“Moving sternly and realistically to a balanced budget 
would force some problems into a harder posture this year 
and might even give us a year or two of less active and 
less profitable business.” 
€ 
“If we want effective regulations, then the intrastate 
utilities should be regulated at the local level, with 
cooperative Federal commissions performing the inter- 
state regulatory function.” 


* 


“The national Congress is a great body and I can count 
in its membership scores of warm personal friends and 
fine patriots, but I sincerely feel that there ought to be 
much more of a spirit of national security rather than of 
local urgency in its activities.” 


> 


“Every Federal officeholder and deputy do-gooder is in 
favor of simplifying the executive establishment and ren- 
dering it less expensive, so long as his own agency is not 
touched. If anyone suggests that his office might be elimi- 
nated it comes close to treason.” 


> 


“A people bent on soft security, surrendering their 
birthright of individual self-reliance for favors, voting 
themselves into Eden from a supposedly inexhaustible 
public purse, supporting everyone by soaking a fast- 


disappearing rich . . . will not measure up to competition 
with a tough dictatorship.” 


12 
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Here’s an 


appraisal 


service in one 


convenient Making the property inventory 


or reviewing your own study; 
package pricing on original, historical or 
current cost basis; determining 
peeeeeeeeeoeeeeoeeeee depreciation with correspond- 
ing annual accruals and reserve 
bas can buy an appraisal requirements. ° 
service that’s designed Making studies of intangible 
values; business value based on 
e % operating costs, earnings and 
It covers both “‘rate-base market values; trends in prices 
and “property” appraisals. It and economics. 
is available in one convenient, Allocation of properties, oper- 
economical package, either ating costs and revenues for 
departmental and inter- 
company purposes. 
Presentation of testimony be- 
fore regulatory and judicial 
bodies. 
Assisting in mergers, consolida- 
tions, condemnation and sever- 
ance damage matters. 


———<" EBASCO 
include experienced engineers, accountants, = , 


financial, rate and other experts ay ERVI Cc Ss 
.. they are available for your appraisal. ; & 
Write for'a booklet Gescsibl “INCORPORATED 
_ Mts, 


= oe ae y. a EBASCS 
: - si a 


s to 


our 


to meet your individual needs. 


complete or including only 
those phases that you 


require... 





‘ies consut* 


Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . industrial Relations . 
Inspection & Expediting . insurance & Pensions . Purchasing » Rates & Pricing . Research . Sales & Marketing « Systems & Methods . Taxes - Traffic 


coat 
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14 REMARKABLE REMARKS—( Continued) bly 6, 


Otro SEYFERTH “Excessive demands upon the financial resources of our 
President, Chamber of Commerce citizens, to support broadening undertakings of our gov- 
of the United States. ernment, especially moves in the direction of state pater- 


nalism, menace economic stability.” 


* 


A. L. MILLer “... if we adopt the Brannan farm plan, socialized medi- 
U. S. Representative from cine, socialized housing, nationalized industry, and the 
Nebraska. Spence OPA Bill, we will have gone down the road to 


Socialism from which there is no return.” 


> 













JoserpH W. MARTIN “Almost unbelievable is the way the Federal govern- 
U. S. Representative from ment is siphoning the wealth of the states into Washington. 

Massachusetts. No state in the Union gets a full dollar back out of the 
money sent to Washington. The brokerage charge of the 
bureaucracy in handling the money is terrific.” 


* 



































Epwarp N. ALLEN “Advertising has its place in business. It has its place, 

Former mayor, Hartford, too, in politics. Public relations are very important and 

Connecticut. the people should at all times be kept informed about their 
own business, their own government. Beyond that, adver- 
tising has no place in government, certainly no place to 
keep the administration of either party in power at the 
expense of the people.” 


> 


“The survival of private enterprise is dependent upon 
sound economic and fiscal policies. Among the essentials 
in this connection is the free use of money in both domes- 
tic and foreign trade. When this does not prevail, the 
flow of goods is blocked and the economy becomes 
‘rigid,’ while governmental edict and planning replace in- -_ 
dividual judgment and the flexible features of the market T 





Excerpt from New England Letter. 


the 
place.” depen 
¥ That’ 
BENJAMIN F, Fatr_ess “We believe that there is one economic lesson which our tenet 
President, United States Steel twentieth century experience has demonstrated conclu- none 
‘ — “ 7 ae ginees 
Corporation. sively—that America can no more survive and grow aan 
without big business than it can survive and grow without prepa 
small business. Every fact of our economic and industrial tions 
life proves that the two are interdependent. You cannot lievin 
strengthen one by weakening the other ; and you cannot add assem 
to the stature of a dwarf by cutting off the legs of a giant.” 
* 
Leroy A. LINCOLN “It seems to be pretty generally conceded, outside of 
President, Metropolitan Life some government circles, that both the buying and selling 
Insurance Company. and the holding of stocks are inhibited by high individual 


income taxes, the capital gains tax, and the unsound pro- 
vision for double taxation of dividends. Finally on this 
subject, cumulative evidence of desire on the part of the 
government to create new forms of governmental com- Binet ¢< 
petition with private business would, of themselves, dis- > Angele: 
courage investment in business equities.” 


JULY 6, 1950 








JOvV- 
ter- 


edi- 
the 
1 to 


rn- 
ton. 
the 
the 


ace, 
and 
1eir 
er- 
' to 
the 


our 
lu- 
Ow 
out 
rial 
not 
idd 
it.” 


of 
ing 
ual 


his 
the 


is- 





Public Utilities Fortnightly 





HE safety of your employees, the welfare of 
Tee community and a major investment can 
depend on a single piece of prefabricated piping. 
That’s what piping codes are for . . . state, na- 
tional, association and insurance codes. You don’t 
have to know these codes because Grinnell en- 
gineers know the “law’’ intimately, check and 
cross-check with these codes at every step from 
preparation of detailed drawings and specifica- 
tions right through bending, welding, stress re- 
lieving, heat treating, testing, final inspection, 
assembly and test runs. 





Law library for piping fabricators 


That’s just one of the many advantages of hav- 
ing a piping system prefabricated by Grinnell. 

The complete “package” includes interpreta- 
tive engineering, metallurgical research, compli- 
ance with code requirements, manufacturing draw- 
ings and specifications, production schedules, pur- 
chase of materials, specialized facilities, skilled 
personnel, control of quality and rigid inspection. 

You get this complete package from a Grinnell 
prefabricated piping plant on schedule, ready for 
field erection, meeting all code requirements and 
at a real economy. 


GRINNELL 








finnell Compony, Inc., Providence 1, RI Wareh 


Atlanta * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno *Kansas City *Houston slong Beach 
} Angeles * Milwaukee * Minneapolis * New York * Ookland * Philadelphia * Pocatello * Sacramento * St. Louis * St. Paul * San Francisco * Seattle * Spokane 
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EE STATION 


KE POWER COMPANY 


C-E Unit illustrated here, one of two duplicates, is now under 
struction at the Lee Station of the Duke Power Company at 


ver, South Carolina. 


ach of these units is designed to serve a 90,000/100,000 kw 
bine generator operating at an initial steam pressure of 1250 
at 950 F, reheated to 950 F. 


he units are of the radiant type with a reheater section located 
ween the primary and secondary superheater surface. A finned 
e economizer is located below the rear superheater section, 


regenerative air heaters follow the economizer surface. 


‘he turnaces are fully water cooled, using closely spaced plain 
es throughout. They are of the basket-bottom type, discharging 
sluicing ash hoppers. 


ulverized coal firing is employed, using bow! mills and tilting, 


ential burners. 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


yaele) MADISON AVENUE 


° NEW YORE t6 N 


Y 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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34 models to choose from —Remingto 

offers you the job-fitted machine for 

dividual needs. Electric and hand-op 
models —all with the faster 10 key ke 
for peak productivity in office figure 
Precision-built for quiet operation | 
efficiency. Capacities to $100,000,000 
Priced from $99.50 up. 


eee. e 


The COMPLETE line of faster fig 
chines — The unique Printing Cal 
versatile machine with PRINTED F 


2 

ON THE TAPE — in a variety of 

0 ice including wide carriage machines fo 

computation on forms. Lightning fa 
the 10 key keyboard ...all models « 
pletely electrified—list, add, subtract, 

p fficiency automatic division and direct multiplig§ ‘96' Prir 
The new Remington Electri-conomy 
writer—shattering records for higher 

sta rts output, greater accuracy and increase | 
savings. The completely new Supe; 
with new functional Fold-A-Matic comme 
tion and exclusive Tempo Touch 7 
The famous Noiseless DeLuxe Gray 


6 
if ont writer—for typing perfection with Q 


ONE call brings ALL the best— Remi 
Rand is supreme in the field of supp 
ere supplies that help you get the ma 
your business machines! The n 
Nylon Typewriter Ribbon for new eo 
through far longer wear... Patrician { 
Paper, with exclusive convenience 
... Plastiplates and Plastiphoter —f 
cost, high quality offset duplicating. 


Copyright 1950 by 


Your only source for freedom of 


Remington Rand, Business Machines Library, Rm. 1894, 315 Fourth Ave., New ¥ 
Please send me—no obligation—the free booklets I have checked below: 


() Adding Machine [)Super-riter § [) Electri-conomy Typewriter [ Line: 


and here ea C Printing Calculator [) Nylon Ribbon (J Noiseless Typewriter CD Plastig 
NAME ies . 











city ZONE. 
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USE THE COUPON FOR THESE 
FREE FACT-PACKED BOOKLETS 


Wide Carriage 
Printing Calculator 


Ml 


TTT 


Nylon Typewriter Ribbon — 
Patrician Carbon Paper 
and Typewriter Ribbon 
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THERES A BIG DIFFEREN 
IN TRUGKS 


OMPARE the extra-val 
, ' : extra-service featur 
- ———=| you get only in GMC truc 
TRUCK BUYER'S GUIDE and you'll understand wh 
Yo TO 2 TONS they deliver more miles 
How leading makes of trucks compare in twelve major features that with lowest maintenang 
insure greater dependability, longer life and lower maintenance. and repair costs. They’ 
FEATURES GMC | TRUCK | TRUCK) TRUCK | TRUCK real trucks — truck-bu 
truck | “a” | ee | ew | ope ons 
— = from bumper to taillight. 
VALVE-IN-HEAD ENGINE Yes | Yes | NO | NO | YES for yourself—get the sto 
LEADS IN NET HORSEPOWER yes | ves | no | no | yes from your GMC truck deale 


GMC TRUCK & COACH Divisio 
General Motors, Pontiac, Michigas 














LEADS IN SUSTAINED TORQUE yes NO NO NO NO 





FULL- PRESSURE LUBRICATION 
of ali main bearings end piston pins YES | WO | NO | NO | YES 


SYNCHRO-MESH TRANSMISSION Some 
with Cushion Disc Clutch ves Yes Yes | YES 








-Turn Recirculating 
SALL-SEARING STEERING GEAR Yes | YES | NO | NO | NO 





SEPARATELY MOUNTED FENDERS, GRILLE 
AND RADIATOR for el repeir yes NO NO NO NO 


TORSIONAL DAMPENER 
for engine smoothness YES | YES | YES | NO | YES 


BUILT-IN RADIATOR EXPANSION 


TANK — prevents coolant loss ves | WO} WO} NO | KO | GASOLINE & DIESEL TRUCKS 


DOUBLE-WRAPPED FRONT SPRING Some 
EYES for front axle stability YES | YES | models} NO | NO 














FROM '2 TO 
a CRANKSHAFT yes | wo} NO} NO | NO 20 TONS 
STEEL-BACKED AIRPLANE TYPE Yes | NO | WO} NO | NO 


MAIN AND ROD BEARINGS 
YOUR KEY TO GREATER HAULING PROFITS 

GENERAL 

MOTORS 


Shire 
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What we really make is Time 





It is faster to 


ANG A WALL 


than to 


PILE IT UP 


Lit TLE blocks, say 2°x4"x8" don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 


























Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, 


PITTSBURGH, PA. 
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The IBM Card Bill shown above is 
a new development which brings you the 
efficiency and economy of completely 
mechanized billing. Now the entire pro- 
cedure of computing and preparing both 
regular and irregular bills and recording 
payments is accomplished on automatic, 
high-speed IBM machines. 


INTERNATIONAL 


BILLING 


No more tedious hand sorting and ad¢ 
of stubs; no more costly errors; no tif 
and money-wasting delays from mar 
handling and figuring. 

You’ll want to know more about 
savings this development can effect 
you. An IBM representative will gl: 
provide you with complete details. 


BUSINESS MACHINES CORPORATION 


590 Madison Avenue, New York 22, New York 
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Pacific Coast Gas Association will hold annual convention, Seattle, Wash., € 
July 31—Aug, 3, 1950. 





{ American Federation of Radio Artists will hold convention, Chicago, Ill., Aug. 10- 13, 


1950. 





International Conference on Large Electric Systems ends, Paris, France, 1950. 





| Illuminating E agihoering Society National Technical Conference will be held, Pasadena, 


Cal., Aug. 21-25, 1956 





World Power Conference begins, London, England, 1950. 





' hold mecting, Jasper, Alberta, Canada, Aug. 30—Sepft. 


Western Association of Broadcasters and Canadian Assoc - of Broadcasters will 
2, 195 





i age Society of Civil Engineers begins annual convention, Toronto, Ontario, Can- 


ada, 1950 





New Jersey. Gas Association will hold annual convention, Spring Lake, N. J., Sept. 
8, 1950. 





National Petroleum Association will hold meeting, Atlantic City, N. J., Sept. 13- 
1950. 





Michigan Independent ge gle issociation will hold annual convention, Lan- fo) 
sing, Mich., Sept. 14, 15, 195 





Controllers Institute of America will hold annual mecting, Chicago, lil., Sept. 17-20, 
1950. 





Rocky Mountain > Association will hold annual convention, Salt Lake City, 
Utah, Sept. 21, 22, 19 








National Television and Electronics Exposition will be held, New York, N. Y., Sept. 
23-30, 19 

















American Trade Association Executives will hold annual meeting, Boston, Mass., 
Sept. 25-27, 1950. 





























Courtesy, Consolidated Edison Company of New York, Inc 


Public 
Utilities 


FORTNIGHTLY 


An Answer to the Inflation 


Dilemma in Rate Making 


PART I 


Concern ts being felt in utility circles because of inflation. It is 

not so much the actual economic dislocation as it is the influence 

which inflation has upon certain regulatory procedures. This 
instalment deals with the return on equity capital. 


By JOHN W. KUSHING anp GROVER C. WIRICK, JR.* 


0 the public utility executive 
seeking new funds for plant ex- 
pansion and to the public utility 
administrative agency seeking to bal- 
ance consumer and investor interest, 
one of the most disturbing factors is 
that of inflation with its concomitant 
decline in the purchasing power of the 
dollar and its effect upon public utility 
financing. 
The perturbation caused by inflation 


*For personal note, see “Pages with the 
Editors.” 


is not so much the actual economic 
dislocation occasioned by it as it is the 
influence it projects upon certain regu- 
latory procedures in the determination 
of earning requirements. 


Conflicting Principles of Regulation 


|G pearcprys the administrative 
control of earnings and prices of 
public utilities has sought in general 
to avoid the subjective approach—an 
approach based on weighing the merits 
of individual cases. The attempts to 
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adopt objective standards have led to 
the development of formulae types of 
approach, leading to end results which 
have been severely criticized. They are 
criticized in part because they tend to 
evolve answers which eliminate the 
exercise of judgment or discretion by 
the members of the commission. Also, 
they are criticized because such meth- 
ods do not give proper consideration to 
the investors who have supplied the 
capital funds. The disparity of justice 
in the end result between consumer 
and investor is especially amplified 
during periods of inflation. A similar 
condition will exist during a period of 
deflation. 

The purposes of a regulatory agency 
endeavoring to meet its legal responsi- 
bilities are best carried out with pol- 
icies which are democratically and 
justly determined. Without going into 
the procedural details of administra- 
tive adjudication, let us assume that the 
use of such policies requires a deter- 
minative action based on objective 
standards. 

Such action may be one of 
discretion or judgment, ranging from 
the selection of one of many alterna- 
tives based on a somewhat vague 
standard of reasonableness, to an im- 
personal, unprejudiced choice based on 
an estimate involving economic conclu- 
sions obtained by the application of 
scientific methods. In the field of rate 
making, emphasis on the latter will 
develop policies reflecting greater con- 
sideration of the required earnings as 
distinguished from the so-called “rate 
base” or “rate of return.” 


HE late John E. Benton, in a paper 
delivered before the National As- 
sociation of Railroad and Utilities 
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Commissioners’ convention of 1945, 
entitled “What Is the Measure of the 
Rate Base? What Is the Measure of a 
Fair Return Thereon?” concluded: 
“Whatever the measure of ‘fair value,’ 
according to the conception of differ- 
ent people, the thing itself is the 
amount multiplied by the fair rate of 
return to obtain the amount which the 
owner of the property being regulated 
is considered entitled to demand... 
“Inasmuch as it is the amount of 
revenue a company will receive under 
rates prescribed by a commission, and 
not the process whereby the rates were 
made, which will be determinative with 
the court, the truth of my observation, 
that ‘rate base’ and ‘fair rate of return’ 
are irrevocably tied together, appears 
plain. Because the end result—the 
amount of revenue the rates will pro- 
duce, and the sufficiency of such rev- 
enue from the point of view of the 
investors—is what counts, it is nec- 
essary that the rate base and rate of 
return be determined in conjunction, 
in order that the commission may de- 
termine the justice of the result.” 


URTHER, Solicitor General Benton, 

in giving consideration to the effect 
of inflation in the determination of 
these factors and their relation to the 
“just compensation” or earnings re- 
quirements, states in part : “Whatever 
way might be taken, plainly adjust- 
ment in some way would be inevitable. 
This would be required not only in jus- 
tice to investors but obedience to eco- 
nomic law. Investors simply will not 
buy securities if they find that pro- 
gressive inflation operates to destroy 
progressively their right to receive 
just and reasonable compensation for 
the service rendered.” 
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lation indicates emphasis on an 
objective standard of control of earn- 
ings, it is apparent that the process 
of regulation necessarily involves the 
exercise of quasi judicial judgment. 
Furthermore, the courts have repeat- 
edly refused to be bound by final ac- 
ceptance of any formula. In short, the 
determination of just and reasonable 
earnings should be based on judgment 
mixed with law. Such judgments based 
on economic facts, however, can be 
objective only in so far as they do not 
conflict with judicial interpretations. 

All the court and commission deci- 
sions ever since Smyth v. Ames 
(1898), as well as those subsequent to 
the Hope decision (1944),? show us 
that “just compensation” has been 
based on confusing standards involv- 
ing varying combinations of original 
cost and reproduction cost valuations. 
If, as the result of the Hope decision, 
commissions are free to adopt more 
objective standards, it still cannot be 
said that commissions are free from 
close judicial review. The court retains 
its judicial capacity to see to it that 
such standards do not lead to oppres- 
sive regulation. 

Therefore, in an attempt to treat 
the problem objectively and, at the 
same time, to determine reasonable 
results, methods which test the equity 
or “justifiableness” of results can be 
more productive than an insistence on 
formulistic procedures—even where 





1320 US 591, 51 PUR NS 193. 








HILE the history of utility regu- 
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the latter are claimed to be objective 
and scientific in character. 


Principles of a Test Procedure 


| wy us start with the criterion stated 
in the Hope decision—‘Rates 
which enable the company to operate 
successfully, to maintain its financial 
integrity, to attract capital, and to com- 
pensate its investors for the risks as- 
sumed certainly cannot be condemned 
as invalid, even though they might 
produce only a meager return on 
the so-called ‘fair value’ rate base.” 
This can help us in developing 
and selecting tests for reasonable 
earnings requirements. Other factors 
may be used as a test against 
the result obtained. A judgment ob- 
tained by balancing earnings require- 
ment against our test may be only one 
constituent of a combination which 
tips the scales in the making of a sci- 
entific or quasi scientific decision. 

For example, the adoption of a “rate 
base” premised on either original cost, 
reproduction cost, or current value, 
etc., accompanied by a “rate of return” 
premised on present cost of money, or 
a standard rate, gives us the basis for 
a figure which can be determined as 
the “earnings requirements.” But if it 
is found that such earnings do not 
“maintain financial integrity, attract 
capital, and compensate for the risks 
assumed,” then the court must find that 
such a return is confiscatory. 

Now, we know that, objectively, the 
earnings requirement can be deter- 


actual economic dislocation occasioned by it as it is the in- 
fluence it projects upon certain regulatory procedures in the 
determination of earning requirements.” 


q “THE perturbation caused by inflation is not so much the 
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mined by considering the interest 
charges on debt capital, the preferred 
dividend obligations, a “proper” allow- 
ance for return on common stock, plus 
a certain amount for flotation costs. 
The “proper” allowance for a return 
on common stock we can figure out 
from dividend and earnings ratios to 
the price of stock in comparable ven- 
tures. We can compute the rate of re- 
turn from the weighted averages re- 
lated to the debt and equity proportions 
of the capital structure. 


oe total of debt and equity invest- 
ments, plus surplus, may be 
termed an “investment” rate base. 
When multiplied by the determined 
rate, we arrive at the given earnings 
requirement. Such a base may be use- 
fully employed in the analysis of utility 
return and development of a regula- 
tory policy. A method for its use we 
will consider later. 

The investment base is most easily 
obtained from the books of account 
if these have been correctly kept. 
Either side of the balance sheet can 
be used. A proper determination of the 
investment base may require: 

(1) An audit of the accounts to 
determine historical cost of fixed prop- 
erties. 

(2) An engineering appraisal of 
existing items in order to check ac- 
counting records and other engineer- 
ing estimates for proper investment 
costs. 

(3) A financial history of the busi- 
ness to reconcile both the audit and the 
appraisal with certain expenditures. 
These are expenditures which may be 
questioned as to prudency or for which 
equitable allowances have to be made 
for acquisitions or losses. 
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(4) Examination of sources of in- 
vestment funds to determine: (a) par 
value of bonds, (b) amounts actually 
paid for subscribed stock, (c) proper 
amount to be included in reserves and 
surplus account, and (d) par value of 
notes and other evidences of indebted- 
ness. The sum of these represents the 
economic capitalization in terms of the 
liabilities. Under proper conditions 
there will be little difference between 
measurement taken from either the 
assets or liabilities. The investment 
base and original cost are essentially 
similar. Historical cost and prudent 
investment are closely related. 

(5) Exclusion of capital funds not 
used in current utility operations. 


S much for preliminaries. Next, 
how can this information be used 
for rate making during an inflation? 

The adoption of any particular type 
of rate base, including original cost, 
reproduction cost, or investment, will 
not, in the opinion of the writers, lead 
us to such a determination of “required 
earnings,” during periods of inflation 
as can be guaranteed to do equity to 
both consumer and investor. Objec- 
tions to original cost and investment 
rate bases spring from the fact that 
they do not provide for adjustments 
to current conditions for return antici- 
pated at the time of original invest- 
ment. Of course this objection does not 
apply to fixed return securities, such 
as interest on bonds. The investors in 
such securities are not usually bound 
under any type of rate base. The satis- 
faction of their claims naturally comes 
ahead of the stockholders’. In times of 
severe inflation an earnings require- 
ment (computed on an original cost 
basis and a fixed or “current” rate of 
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Return on Equity Capital 


66), gurry capital invested in a regulated industry differs from that 
invested in an unregulated industry in that the extremes of 
fluctuation of earnings are avoidable. Public utilities are territorially 
monopolistic businesses. In the absence of regulation the utility company 
would have considerable control over the prices charged and the quantity 
of service sold. This is in contrast with a competitive industry in which 
each company must accept the market price set by commercial rivalry, 
and the quantity sold depends on marginal cost considerations.” 





return) will generally call for a return 
less than that expected at the time of 
investment. This discrepancy is in- 
creased if the difference in the pur- 
chasing power of the dollar between 
the two periods is considered. 

Application of the same rate of re- 
turn (as used above) to a reproduction 
value can produce a result considerably 
in excess of that equitably required. 
The common stockholder gets the ex- 
tra advantage of a higher proportion 
of earnings in excess of the “fixed re- 
turn” or contract requirements—this 
in addition to the earnings already 
adjusted by changes in price trends. 
Only under special conditions would 
such a result be equitable. Further- 
more, there does not appear to be any 
method which can properly determine 
a correction. 


HE law of a particular state is a 

further consideration. When the 
local statute requires that the rates 
shall be based upon (1) a reasonable 
return on (2) “fair value,” it is appar- 
ent that two variables are introduced 
for consideration. Attempts may be 
made to determine each independently. 
But anyone familiar with administra- 
tive decisions knows that certain pre- 
conceived practice inevitably influences 
the finally fixed values of each factor. 
Reasons why such procedure is nec- 
essary are obvious. 

In some cases where administrative © 
agencies are not so limited in their ap- 
proach, an original cost base, multi- 
plied by some rate of return related to 
cost of money, yields an earnings re- 
quirement which may or may not be 
found to be reasonable. If the policy 
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of the agency is based on the philoso- 
phy that all the investor is entitled to 
is the “going rate,” applied to the ac- 
tual investment, then, of course, such a 
product will be considered reasonable. 
But if the commission follows a policy 
which gives consideration to the pres- 
ent stockholder, with respect to the 
change in dollar return related to gen- 
eral price level changes, then we have 
to do something about the rate of re- 
turn on an original cost basis so as to 
reflect the current cost of money. 

It is the authors’ approach to the 
dilemma to allow any rate base return 
method, for computation and required 
earnings, and then test such product 
by special method. This method is 
based upon the criteria already men- 
tioned. They mainly deal with the cost 
of various classes of capital and give 
special attention to the common stock 
as influenced by changes in price levels. 


Economic Considerations 


| beg us now consider the fundamental 
factors for working out our prop- 
er earnings requirement. We can start 
off with the general proposition that 
the proper measure of a fair rate is 
the over-all cost of supplying the serv- 
ice, including operating costs, depre- 
ciation charges (sufficient to amortize 
asset costs over their useful lives), and 
capital charges sufficient to pay inter- 
est and a return which will maintain 
the credit of the company and enable 
it to attract additional needed capital 
on an equitable basis. Let us assume 
that an efficient management is keep- 
ing operating expenses at a minimum 
consistent with good service, and that 
depreciation charges are properly de- 
termined. Fixed capital charges (debt 
interest and preferred dividends) may 
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also be assumed to be based on reason- 
able terms and to represent contractual 
obligations of the company. This 
leaves the return necessary on the 
equity portion of the investment upon 
which to concentrate our attention. 

There are two complications at the 
outset. The first is that as general eco- 
nomic conditions change, the return 
necessary to attract equity capital fluc- 
tuates. Other things being equal, it is 
therefore reasonable that required 
earnings should be higher at one time 
than at another. The other is that the 
purchasing power of the dollar, as 
measured by prices of things it will 
buy, is not constant. This is especially 
important during a period of rapidly 
increasing prices, as well as during a 
deflationary period. 


r we were not disturbed by either 
of these imponderables the rate- 
making problem would be a relatively 
simple task. We need only the amount 
of risk existing in any utility business, 
such as the possibility of population 
change, local economic trends, or sub- 
stitute services. These risks could be 
estimated quite accurately through 
actuarial methods. But how can we 
solve the problems presented by our 
two variants: the attraction of equity 
capital and the purchasing power of 
the dollar? 


Return on Equity Capital 


Rev capital invested in a regu- 
lated industry differs from that 


invested in an unregulated industry in 
that the extremes of fluctuation of 
earnings are avoidable. Public utilities 
are territorially monopolistic busi- 
nesses. In the absence of regulation the 
utility company would have consider- 
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able control over the prices charged 
and the quantity of service sold. This 
is in contrast with a competitive in- 
dustry in which each company must 
accept the market price set by com- 
mercial rivalry, and the quantity sold 
depends on marginal cost considera- 
tions. 

The fact that utilities are monop- 
olies, in this sense, means in general 
that the regulated price is lower than 
that which the company could and 
would charge if it were a free agent. 
This is a vital point. It means that the 
utility investor is sacrificing the op- 
portunity to receive very high profits 
on his investment as compared with an 
investor in a competitive company 
who would expect his management to 
exploit every profit opportunity to the 
limit. The utility investor, in return, 
receives a consideration for this sacri- 
fice which he makes in the public in- 
terest (i.e., of the widest distribution 
of these essential services at the lowest 
prices consistent with covering costs). 
This consideration is that he will be al- 
lowed, during periods when earnings 
are at a low ebb, due to economic con- 
ditions, to charge prices which will pre- 
vent his earnings from falling far 
below the average. 


Bb Ber. again, is in contrast with an 
investor in competitive business 
who must accept the famine as well as 
the feast. This opportunity is worth 
the price, inasmuch as the monopoly 
position means that there is a leeway 
above the regulated price which can be 
tapped to level out the earnings when 


necessary. In other words, the utility 
investor has an agreement with society 
that he will forego an opportunity for 
exceptional gain in return for a prom- 
ise to be protected from the risk of 
exceptional loss. 

The importance of this implied 
promise lies in the fact that the in- 
vestor is presumed to be aware at the 
time he buys stock in a utility! Being 
aware of the implied bargain, it can be 
assumed from a regulatory stand- 
point that the stock buyer accepts the 
relationship with society which must 
be inferred. 

Of course, there is no guaranty of 
a particular return implied. No com- 
mission could legally make such a guar- 
anty. It can only grant permission to 
take advantage of the leeway—some- 
thing like the state issuing a hunting 
license. Note, however, the higher yield 
realized on utility common stocks than 
on utility bonds or preferred stocks, 
each of which do carry different de- 
grees of guaranty. 


HE effect of this concept is that 

the stockholder is entitled to the 
opportunity to earn on his investment 
a rate that represents the “going rate,” 
at the time the investment was made. 
It might be added that while the in- 
vestor is entitled to this opportunity, 
he realizes that the higher rate typical 
on common stocks also reflects the pos- 
sibility that he may not realize the 
anticipated return, and that he may, in 
fact, suffer a loss in his original in- 
vestment if the company is not suc- 
cessful. 


Part II of this article will appear in the next issue of the FortTNIGHTLY. 
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Leadership Development in 
Industry 


Last month thousands of college graduates joined the business 

world. There are many ways that industry can promote team- 

work with colleges. Realizing that industrial leaders of the 

future will be drawn from the ranks of professionally trained 

men, some of our business organizations are developing definite 
programs in collaboration with colleges. 


By J. C. McCKEON* 


leaders of the future will be 

drawn from the ranks of profes- 
sionally trained men. The type of 
leadership we can expect will depend 
upon the quality of the preparation 
young men are receiving in the col- 
leges and in industry today. To meet 
the needs of the individual in a com- 
plex industrial society, the profession- 
al colleges of engineering and business 
administration are placing greater 
emphasis on the teaching of funda- 
mentals. 

By fundamentals, I mean basic prin- 
ciples and their application, rather 
than specific techniques. If the college 
graduate is to continue to grow and 
assume his full responsibility in his 
company and in his community, man- 


Pie: utility and other industrial 





*For personal note, see “Pages with the 
Editors.” 
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agement must pick up the educational 
processes where the colleges leave off. 
It is industry’s responsibility to pro- 
vide industrial “know how” and spe- 
cialization through effective training 
and personnel development. The edu- 
cation and training of a professional 
man is, therefore, a joint responsibility 
of industry and the colleges. 


Bridging the Gap 

T= need for education and train- 

ing in industry becomes apparent 
when one realizes the gap which exists 
between the college senior and the full- 
fledged engineer, accountant, sales- 
man, or supervisor. Perhaps the most 
critical period of the young graduate’s 
whole career is his first five years after 
graduation. On his first job in indus- 
try, he finds himself in a complex in- 
dustrial setup with a relatively high 
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division of labor, well-defined lines of 
authority, and established behavior 
patterns. It is during this period that 
he is finding his place in the organ- 
ization, attempting to understand him- 
self, and shaping his professional 
goals. In many cases, he is establishing 
his family and certainly his income is 
modest. 

Frequently, the recent graduate feels 
that he is neither using his abilities at 
the highest level, nor working on a 
job that is leading anywhere; certainly 
not the position of prestige which he 
had visualized. Bridging the gap be- 
tween assignments on the campus and 
the responsibilities of a career in in- 
dustry is not an easy task. Obviously, 
he needs guidance and training if he 
is to make the transition from the 
supervised development of the college 
to self-initiated development. 


B” why should industry be so con- 
cerned about the young profes- 
sional employee? Why not let him 
knock around during his first few years 
after graduation until he finds himself ? 
True, the primary obligation of indus- 
trial management is to run the business 
so it will succeed. A business must be 
productive and profitable if it is to 
continue to produce goods and services 
and provide jobs. But productivity is 
as much a problem of training compe- 
tent people as it is a technical problem. 
Enlightened management recognizes 
that it must look to the young men for 
future leadership. 

Utility executives, as well as other 
industrial leaders, will agree readily 
with me that the greatest asset of their 
business is its professional personnel. 
Therefore, the problem is, how to de- 
velop the type of men so urgently 


LEADERSHIP DEVELOPMENT IN INDUSTRY 


needed in the shops, field, laboratories, 
and front offices. This is not an aca- 
demic question. It involves very real 
problems of personnel and productiv- 
ity which confront the top manage- 
ment of every company. 


Essential Qualities 


_ undertaking a discussion of 
the requisites of an effective de- 
velopment program, it will be helpful 
to point up some of the requirements 
for success in industry. Industry needs 
men who understand the fundamentals 
of their chosen field, whether it be ac- 
counting, engineering, or law. The bet- 
ter a person knows the technical as- 
pects of his job, the greater his 
self-confidence and security. But tech- 
nical competence is not enough. Today, 
industry, especially the public utility 
business, needs men who have the 
capacity to deal with people! Dealing 
with people means much more than 
just getting along with them. It means 
getting the job done, but doing it in 
such a way that harmonious relations 
exist throughout the organization. In 
modern industry, no one works alone. 
Results are accomplished through the 
efforts of people—people working as 
a team. 

To develop and apply the social and 
technical skills in industry, a person 
must have certain personal qualities. 
Specifically, what are the personal at- 
tributes essential to success in every 
field? This is a philosophical question, 
so we must be careful not to give it 
a philosophical answer. It is common- 
ly agreed that one must be honest, 
loyal, and hard working to succeed. 
These are primary requisites. But most 
people are honest, loyal, and do work 
hard. So these qualities do not neces- 
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sarily differentiate between those who 
are successful in attaining profession- 
al competence and those who never get 
beyond the fringes of engineering and 


business. 

yn these qualities are obviously 
essential, let us discuss those at- 

tributes which are less obvious. There 

are five, which I think are especially 

significant and which I should like to 

point up for further discussion. 

1. Ability to Create Challenges with- 
in One’s Self. Successful men have the 
ability to devise immediate and long- 
term objectives which impel them to- 
ward achievement. Call it drive, moti- 
vation, or desire to move forward. 
One’s success depends, in a large meas- 
ure, on the goals he sets and his ability 
to work toward them. 

2. Response to Adversity. A profes- 
sional career is not all smooth sailing. 
Sometimes, the best plans go wrong. 
How the individual responds to ad- 
verse conditions has a bearing on his 
future. A sound basic philosophy of 
life acts as a stabilizer when the going 
gets rough. The young professional 
man needs to realize that there are not 
any short cuts to success in life, and 
that the way which seems to lead to 
wealth and fame often proves to be a 
dead-end street. 

3. Adaptability. To progress, one 
must adjust himself to changing con- 
ditions. In part, adaptability is a result 


q 


= 


of a good fundamental education and 
broad experience. More than this, it is 
mental flexibility. It is the attitudes 
by which one will react positively to- 
ward assuming responsibility, learning 
a new skill or specialty, moving to a 
new position or place, and taking a 
calculated chance. 

4. Effective Expression. Even the 
best ideas have to be sold. The ability 
to express one’s self through both the 
written and the spoken word is an at- 
tribute of major importance. Getting 
good ideas is only half of the battle. 
The professional man must use the 
language convincingly in conversation 
and in prepared talks, or through let- 
ters, articles, and reports. 

5. Desire for Self-improvement. 
Everyone likes to feel important. It’s 
a very human trait. Many a recent 
college graduate would like to be presi- 
dent of a company, a renowned sci- 
entist, or a sales manager. But how 
many are willing to make the invest- 
ment of time and effort to prepare 
themselves for such responsibilities? 
The ability to plan and follow a self- 
development program assures a higher 
job ceiling. 


A Development Program’ 


. | ‘HE managements of the operating 
utility and manufacturing seg- 


1“Developing Professional Competence in 
Industry,” J. C. McKeon, Mechanical Engi- 
neering, Volume 72, June, 1950. 


“IF the college graduate ts to continue to grow and assume 
his full responsibility in his company and in his com- 
munity, management must pick up the educational processes 


where the colleges leave off. It is industry's responsibility 
to provide industrial ‘know how’ and specialization through 
effective training and personnel development.” 
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ments of the electrical industry are 
alert to their future man-power re- 
quirements and constantly review 
methods of developing technical and 
management leadership for the future. 
They ask themselves these questions : 

What jobs will we have to fill each 
year for the next five to ten years be- 
cause of retirements, general turnover, 
and expansion to meet increased cus- 
tomer demand? 

Are we selecting and grooming 
competent men to take over these re- 
sponsibilities ? 

Are we bringing in an adequate 
supply of new blood from the colleges 
each year so as to have the right age 
distribution? Are we recruiting high- 
potential men, the type of men who 
will be needed ten, fifteen, twenty years 
from now to fill key positions? Are 
these young men keeping abreast of 
new developments, and growing with 
the company through training, educa- 
tion, and the encouragement of man- 
agement, or is their individual growth 
curve leveling off for lack of incen- 
tives? 

A careful analysis of future per- 
sonnel requirements and _ training 
methods will reveal a need for a 
stronger development program in al- 
most every company. To provide the 
type of men needed in the electrical 
industry requires a broad-gauge pro- 
gram. Here are six points which the 
writer believes to be essential to an 
effective development program. 


1. Selection and Recruitment 


HE first requisite in building an 
organization for the long pull is 
the recruitment of capable people. It 
is not only important that a company 
have a flow of new blood into the or- 


ganization, but it must be the right 
type. Careful screening of candidates 
is essential since a college degree is 
not, in itself, evidence of fitness for 
a particular company. Errors in selec- 
tion not only result in the employ- 
ment of misfits who prove costly in 
terms of turnover and employee dis- 
satisfaction, but deprive the company 
of good men who will be needed. Men 
recruited at the colleges for jobs on 
the first rung of the professional lad- 
der should be selected for their poten- 
tial rather than their ability to be- 
come immediately productive. 


II. Initial Training 


WELL-organized training program 

not only helps the young engi- 
neer make the transition from the col- 
lege campus to a productive job in in- 
dustry, but it gives him the specific 
knowledge he needs to move for- 
ward. Through a brief period of ori- 
entation, he receives proper introduc- 
tion to the company, its people, prod- 
ucts, and policies. A series of codrdi- 
nated work assignments and confer- 
ences provide firsthand knowledge 
concerning the company’s operations, 
the avenues of opportunity open to 
him, and the type of work for which 
he is best fitted. Periodic counseling 
during the training period gives as- 
surance that the program is serving 
the needs of the individual and the 
company. Normally, the initial train- 
ing period extends over a period of 
about a year. 


III. Follow-up Training 


B= initial training is not enough. 


There is need for continuous 
training on an informal basis as the 
young man moves along in his career. 
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Industry’s Need for Qualified Assistance 


sent grannies needs men who understand the fundamentals of their 
chosen field, whether it be accounting, engineering, or law. The 
better a person knows the technical aspects of his job, the greater his 
self-confidence and security. But technical competence is not enough. 
Today, industry, especially the public utility business, needs men who 
have the capacity to deal with PEOPLE! Dealing with people means much 
more than just getting along with them. It means getting the job done, 
but doing it in such a way that harmonious relations exist throughout the 
organization.” 





In the earlier phases, it is important 
that he be placed with an experienced 
employee who has a healthful outlook 
toward the profession and an under- 
standing of the problems confronting 
the young engineer. He should have 
the qualities of a good teacher. A sym- 
pathetic approach will do much to 
bring out the young man’s good qual- 
ities and strengthen his shortcomings. 

As the young engineer gets a “feel” 
of the work, he should be encouraged 
to assume responsibility as fast as he 
can handle it. Job satisfaction is the 
key to good work, and satisfaction de- 
pends, in a large part, on the extent to 
which the job draws on all the em- 
ployee’s talents. Flexibility in arrang- 
ing jobs makes possible the use of the 
individual’s abilities at the highest 
level. 

Job rotation broadens his knowl- 
edge and prepares him for advance- 
ment. 
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IV. Education 


 Prpescyer x: education is an integral 
part of an effective development 
plan. Encourage the young engineer 
to plan his own self-improvement pro- 
gram. It will keep him mentally alert, 
broaden his background, and provide 
a foundation for future assignments. 
Moreover, his educational pursuits 
give him a sense of personal accom- 
plishment. Encourage him to develop 
his plan early in his industrial career, 
for experience has demonstrated that 
unless he formulates such a plan soon 
after he leaves college, he is not likely 
ever to do so. The plan would include 
informal as well as formal education 
to extend his technical knowledge and 
to fill in deficiencies of his undergrad- 
uate work. 

Management can do more than en- 
courage the employee; it can provide 
opportunity by working with the local 
colleges in offering evening courses 
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or arrange company classes. Three ed- 
ucational areas may be considered: 

Engineering graduate study — in 
fundamentals leading to advanced de- 
grees to develop the technical compe- 
tence of those going into engineering 
and scientific fields of work. 

Business education—in economics, 
accounting, statistics, finance, and 
marketing is of value to all industry 
people, especially those in sales and 
the business aspects of the company. 

General education — in such fields 
as human relations, psychology, his- 
tory, and speech for personal develop- 
ment. 

In recent years, a number of com- 
panies have arranged extensive edu- 
cational programs on both the grad- 
uate and the undergraduate levels, and 
the number is increasing. These pro- 
grams, sponsored jointly by certain 
universities and companies, are mak- 
ing a real contribution. In areas where 
this form of education has been tried, 
the programs have the enthusiastic 
support of faculty, management, and 
employees. 


V. Professional Activities 


| qnarer rangi in the professional 
societies and civic organizations 
does much to develop the well- 
rounded individual we want. Contacts 
with people with different backgrounds 
and interests broaden his point of 
view and bring new ideas into the com- 
pany. 

No one company has a corner 
on all the best methods. Active par- 
ticipation engenders a sense of belong- 
ing and promotes professional con- 
sciousness. Committee activities pro- 
mote true teamwork, rather than a 
mere follow-the-leader attitude. The 


preparation and presentation of pa- 
pers builds self-confidence and gives 
the professional employee recognition 
in his company and community. 


VI. Executive Development 


N executive talent search and de- 
velopment program is essential. 
Under our plan, we do not have to 
start from scratch in developing ex- 
ecutive leadership. The programs out- 
lined in the foregoing paragraphs pro- 
vide a foundation and bring potential 
leaders to the attention of top man- 
agement. Our point VI, therefore, 
concerns itself with grooming these 
men on the lower supervisory levels 
for positions of larger responsibility. 
Development at this level is, by ne- 
cessity, individualized. An engineer 
normally becomes a specialist. To 
manage effectively on the higher lev- 
els, he must be a “generalist.” Through 
horizontal promotion, special assign- 
ments, and advanced training, broad- 
gauge executives are developed. De- 
centralization of operations and the 
“divisional type’ of organization, 
common in large companies, contrib- 
ute to the development of competent 
executives. 

Our plan is a flexible one. It is 
adaptable to companies large or small. 
I have attempted to prepare a basic de- 
sign only. The details of the individual 
programs and the way of operating 
them must be tailored to fit the needs 
of the particular company. In large or- 
ganizations, the plan would be co6rdi- 
nated by the training department or 
a personnel development group. In the 
smaller companies, all that is needed is 
top management’s support, and a man 
who is interested in devoting part of 
his time to such an activity. 
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| yges progress is being made in all 
six areas discussed. A number of 
companies have excellent over-all de- 
velopment programs. Other compa- 
nies do a good job in certain training 
and educational areas. Engineering 
societies and professional groups are 
especially active. One of the most out- 
standing projects on professional de- 
velopment is that of the Committee on 
Professional Training of the Engi- 
neers’ Council for Professional De- 
velopment under the direction of A. 
C. Montieth, vice president of the 
Westinghouse Electric Corporation. 
The constructive program which the 
committee is developing should bring 
about the codperative action of the 
employer, the college, and the tech- 
nical societies in the professional de- 
velopment of the young engineer. Al- 
though it was designed, primarily, for 
engineers, it is applicable to graduates 
in other fields. It deserves our whole- 
hearted support. 


Industry-college Relations * 


| Fyre in this discussion, it was 
suggested that the development 
of a professional man is a joint re- 
sponsibility of industry and the col- 
leges. The basis for industry-college 
codperation is mutual understanding. 
In instances where the representatives 
of the colleges and industry sit down 
at a conference table and discuss their 
problems, we find real codperative ef- 
fort. Through such discussions, each 
side gains an insight to the problems 
of the other, and a realization of their 
joint and separate responsibilities. If 
the colleges are to continue to turn out 


2 “Basic Considerations in Developing Engi- 
neers,” J. C. McKeon, Chemical Engineering 
Progress, Volume 46, June, 1950. 
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competent men, they must have the 
active support of industry. By the 
same token, the colleges’ responsibility 
for education cannot end when the 
student leaves the campus for his first 
job in industry. 

There are many ways in which in- 
dustry can promote teamwork with 
the colleges. They include summer in- 
dustrial experience for professors, ar- 
ranging joint industry-college semi- 
nars at industrial plants, joint grad- 
uate study programs, providing top- 
flight engineers and scientists as eve- 
ning graduate school lecturers, selling 
laboratory equipment at attractive dis- 
counts, preparing engineering prob- 
lems and material for the classroom, 
and sponsoring scholarships. Another 
way in which we can further build 
good relations between the electrical 
industry and the colleges is for each 
company to have several executives 
available for talks before student 
groups on the college campuses. The 
colleges welcome such talks by indus- 
trial leaders and we should avail our- 
selves of the opportunity to bring our 
story to the students personally. 


Management Attitudes 


W: come now to the keys to the 
success of a personnel develop- 
ment plan in industry. They will be 
found in the attitudes and the point of 
view of management. The best de- 
signed program will be ineffective 
without top management’s support. 
Moreover, the results obtained will de- 
pend on the motives. If management 
thinks of the plan only in terms of the 
returns to the company, it will not 
have the support of the employees. 
Certainly, a patronizing attitude will 
not bring the desired results. 
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Realistically, the plan is best based 
on a philosophy that the results will 
accrue to the benefit of both the indi- 
vidual and the company. The respon- 
sibility for carrying out a personal 
improvement plan rests squarely on 
the individual’s shoulders. Manage- 
ment’s responsibility is to provide op- 


portunity, to encourage self-develop- 
ment, and to give recognition for 
demonstrated ability. Such a philoso- 
phy provides a favorable climate for 
growth. An investment in a program 
of training and continued education 
will bring handsome returns to both 
the company and the individual. 





Industrial Statesmanship 


c¢ HAT is industrial statesmanship? It is a supervisor, 
W foreman, executive, administrator who: 


“1. Manages his organization with skill and at a profit while 
maintaining a high degree of morale and satisfying those served. 


“2. Delegates responsibility and authority to lower echelons 
of management so as to develop executive caliber and stature. 


“3. Works in a way that creates understanding and codpera- 
tion rather than friction. 


“4. Understands our economic and social system, its motiva- 
tions, its vitality, its historical development, its comparative 
benefits over other systems. 


“5. Carries a deep conviction that ours is the system that 
affirms the individual, that capitalizes on incentive, that thrives 
on individual character and productiveness. 


“6. Knows why and how our system can and must give the 
greatest job-satisfaction, be an outlet for the great human desire 
to create something—to be useful. 


“7. By a definite program of action, works ceaselessly to get 
everyone within his realm of influence to understand and be- 
lieve the same truths. 


“8. Provides for indwidual attention to the problems and 
development of people on his payroll. 


“9. Recognizes responsibility for the effect of his decisions 
and practices upon individuals and the community. 


“Such an industrial statesman will be making a substantial 
contribution to maintaining our economy and our society. Such 
statesmanship is required to win the cold war of ideologies. S uch 
statesmanship is steadily increasing in the American scene.” 

—Lawrence A. APPLEY, 
President, American Management 
Association. 
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What Makes Industry Change 
Its Address? 


Industry in general does not move from one part of 
the country to another to reap the benefits offered by 
all of us taxpayers in the form of cheap and partially 
subsidized government power—that is, unless other 
advantages are offered as an inducement. 


By J. A. WHITLOW* 


HEAP government hydroelectric 
C power does not magically be- 

stow the surroundings with in- 
dustry, wealth, and increased popula- 
tion. Yet, there is widespread propa- 
ganda in this country which repeti- 
tiously mesmerizes the people into a 
belief that industry locates wherever 
cheap government power is found. 
Such propaganda is often released by 
advocates of government spending, in 
the hope of justifying huge, subsidized 
projects either in operation or con- 
templated. 


Location of Industry Results 
From Several Things 


pune is necessary in locating the 
average industry and what is 
the order of importance? 


1. There must be a market for the prod- 
ucts: The product must be needed 
and wanted. 

2. The second requirement is raw ma- 


*Former utility official, now resident in 
Tulsa, Oklahoma. 
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terial from which to make the prod- 
uct. 

3. The third requirement is an adequate 
supply of suitable labor. 

4. Fourth, there must be good trans- 
portation facilities from the place of 
manufacture to the market. 

5. Reasonable tax laws comprise the 
fifth requirement. 

6. The sixth requirement is that living 
costs for employees be reasonable. If 
living costs are high then wages 
must be high and therefore the cost 
of the manufactured product would 
be increased unduly. 

7. Seventh in the order of importance 
comes an adequate and dependable 
supply of power. 

8. The eighth, and almost last in im- 
portance, is the price of electric 
power be reasonable. 


Bw small weight of the eighth re- 
quirement is borne out by the re- 
sult of the 1947 United States Bureau 
of Census report on manufacturing 
costs. Based on a list of 109 selected 
manufacturing industries, the various 
cost items involved in $100 of 
manufactured goods are as follows: 
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Materials and Supplies 

Wages and Salaries 

Taxes, Overhead, and Profit 

Fuels 

Commission and Contract Work ... 
Purchased Electric Power 


An article that a factory would de- 
liver at a cost of $100 could be reduced 
only 59 cents if the electric power 
were free. It is difficult to believe that 
the average industry would move to 
another location in order to reduce 
the cost of an item that already has 
been reduced to less than 1 per cent of 
the total cost. The foregoing table is 
compiled from the 1947 Census of 
Manufacturers. 

This 1947 census was prepared so 
that the results are published in sep- 
arate reports for each industry. An 
examination of the reports available 
to the writer indicate that this cost of 
electric power in manufacturing—59 
cents—compares with 82 cents, as 
shown in the 1939 census. 


nN advocate of “cheap government 
power” recently met with the 
manager of an electric company and 
others to lay plans toward inducing a 
manufacturer to move from Kansas 
City to their community. He joked 
the electric company’s representative 
by saying “Why don’t you folks offer 
an electric rate comparable to that of 
TVA?” The response came quickly 
“If you think that will do the trick 
we'll see how it works out.” 

When the manufacturer arrived for 
the conference the electric manager 
said “Mr. Jones, would cheap indus- 
trial rates persuade you to move 
here?” “Certainly not,” was the re- 
ply. “My power bill is peanuts—sim- 
ply peanuts. It is less than $1,000 per 


month out of $150,000 of manufac- 
turing cost.” 

Another individual went on a 
“state industrial tour” to the East. 
While there he suggested to a manu- 
facturer that perhaps “cheap indus- 
trial power” would interest him. “Not 
particularly” was the answer. “Of 
course it should be adequate, depend- 
able, and reasonable. But what I am 
interested in is good healthy living 
conditions for my employees; good 
recreational facilities nearby where 
my employees may find diversion from 
their work; and, above all, good, sub- 
stantial, and active churches to pro- 
vide the spiritual side of life all em- 
ployees and employers need.” 


uSINEsSs WEEK of February 5, 
1949, carries an advertisement of 
the Pennsylvania Railroad, which 
calls attention to 3,000 communities 
along its rail route that are potential 
locations for industrial plants. Advan- 
tages offered are listed in this order: 
1. Favorable taxes 
2. Plenty of good labor 
3. An abundance of natural resources 
4. Best rail transportation 
5. Best service to Atlantic and Great 
Lakes ports 
6. Quick access to major highways 
7. Direct access to 9 of the nation’s 11 
biggest cities 
No mention is made of “cheap in- 
dustrial power,” but industry has cer- 
tainly flourished in Pennsylvania and 
its surroundings, without subsidized 
cheap power. A recent advertisement 
by the Allegheny Ludlum Steel Cor- 
poration of Pennsylvania states the 
power industry in Pennsylvania has 
added 2,034,750 kilowatts to its gen- 
erating capacity in that state since 
1945, an increase of 51 per cent. None 
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of this is subsidized “cheap” govern- 
ment power. 

The Blue Book of Southern Prog- 
ress for 1949 has an advertisement 
of the Oklahoma Planning and Re- 
sources Board in which business ex- 
ecutives tell why their factories lo- 
cated in Oklahoma. In the order 
named, William C. Decker, president 
of Corning Glass Works, said “Fac- 
tors which influenced us to locate in 
Oklahoma were: availability of high- 
grade workers; ample supply of low- 
cost gas; near-by supply of superior 
glass sand ; dependable electric power ; 
the location in relation to our mar- 
kets.” 

William Caplin, president of Seam- 
prufe, Inc., stated “We were attracted 
to Oklahoma because of the good sup- 
ply and intelligent character of labor 
available for garment manufacturing, 
and because from Oklahoma we can 
ship overnight to so many southeast- 
ern, southwestern, and western cities.” 

Robert L. Hays, president of The 
Kaynee Company, said “Oklahoma 
presented such a new and unexploited 
area for the textile industry. There 
was adequate native labor available. 
State laws were fair and attractive 
for the distribution of our product.” 


I’ a 1948 report of “The Power Sur- 
vey Committee of the New Eng- 
land Council,” relating to power in 
New England, the committee had this 


e 


to say about the importance of the 
cost of power in manufacturing: 

The importance of the cost of power 
in manufacturing has been greatly 
overemphasized. Except in a few indus- 
tries the cost of power averages less 
than 2 per cent of the total value of 
manufactured products in New Eng- 
land industries. It is, therefore, obvious 
that the question of cheap power is 
not a determining factor in manage- 
ment decisions regarding location of 
manufacturing plants except for certain 
heavy industries. Other factors such 
as labor, markets, and materials are 
the principal ones which govern these 
decisions. 


The president of the New England 
Council made an offer of $100 to any- 
one who would bring proof of a tex- 
tile mill moving out of New England 
because of high power costs in New 
England. This was in March, 1949, 
and to date no one has brought proof 
of such a move. 

In a 1949 report of the National 
Planning Association on location of in- 
dustry an example of a method used 
in selecting a location for an industry 
is cited thus: “The decision of the B. 
F. Goodrich Company to build a new 
heavy rubber tire and tube factory at 
Miami, Oklahoma, in 1945 is a good 
example of the thorough way a com- 
pany may pick a plant site by working 
down within a general area to a spe- 
cific spot. Goodrich first decided that 
about 25 per cent of its tire business 


cally bestow the surroundings with industry, wealth, and 


q “CHEAP government hydroelectric power does not magi- 


increased population. Yet, there is widespread propaganda 
in this country which repetitiously mesmerizes the people 
into a belief that industry locates wherever cheap govern- 


ment power ts found.” 
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could be served from a location south 
of Kansas City and west of the Mis- 
sissippi. This tire demand was largely 
for replacements for automobiles and 
farm machinery. The plant was need- 
ed within this market area in order to 
cut transport costs since raw ma- 
terials were much cheaper to move 
than tires. 

“Goodrich studied 90 possible lo- 
cations before deciding on its new 
site. Sixty-four locations did not have 
large enough supplies of cold ground 
water to be used for cooling and the 
list was knocked down to 26. Scarcity 
of power and fuel resources in other 
prospective locations cut the number 
of eligibles to 12. Nine of the remain- 
ing locations could not offer the out- 
standing railway service and good 
highways that a Goodrich plant would 
need; so there were three sites left. 
Miami, Oklahoma, finally won out by 
advantages in labor supply over one of 
the other cities, and over the other in 
speed of service to customers.” 

The price of electricity apparently 
did not receive much consideration. 


About the TVA Area 


a are generally pointed at the 
TVA area and statements are com- 
monly made that “certainly TVA has 
industrialized its 7-state area,” which 
includes Alabama, Georgia, Missis- 
sippi, Tennessee, Kentucky, North 
Carolina, and Virginia. 

It is no secret that the entire South 
(not just the 7-state TVA area) has 
been more rapid in its industrial de- 
velopment than the country at large. 
It has been thus since the turn of the 
century. 

The Blue Book of Southern Prog- 
ress of 1927 had this to say about the 
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South: “. .. with rapidly growing mo- 
mentum, the sentiment in favor of the 
South as the coming center of indus- 
trial and general business activity is 
spreading throughout the land. The 
tide of popular sentiment is turning 
this way. . . . The foremost bankers 
and businessmen of America have 
come to realize that the South pos- 
sesses a combination of advantages 
not found elsewhere in this or any 
other country, and they are turning 
their thought and their investments 
into this section on an ever increasing 
scale.” 

So it is no surprise to find that the 
South has finally hit its stride. And 
it’s not surprising that the “7-state 
area” of TVA has come along fairly 
well with the rest of the South. But 
there is little to support any claim 
that “cheap” government power has 
played any dominant part in the vast 
industrial development of the South. 

According to the same 1927 maga- 
zine “some of the nation’s greatest 
manufacturing enterprises” had al- 
ready found it profitable to locate in 
Tennessee. Among those listed were 
Aluminum Company of America, 
Crane Company, Dupont Rayon, 
International Harvester, American 
Printing, United States Cast Iron 
Pipe & Foundry, American Brake 
Shoe & Foundry, Franklin Process, 
American Zinc, and Tennessee Copper 
& Chemical Company. Tennessee was 
also forging to the front of the south- 
ern states in textiles. But all this goes 
back quite awhile. 


There Are Exceptions 


T would be untrue to say that no in- 
dustry is interested in cheap power. 
Electrolytic processing, refrigeration, 
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Realizing Assets Already in Hand 


e Wena MON sense suggests that real intelligent.promotion and devel- 

opment of a sound native industry lies, not in baiting with tax 

subsidies and other ‘loss leaders’ which the taxpayers have to absorb 

—but in realizing the inherent potentiality of each area according to 

its resources, gifts, and ability. Creating new opportunities for industries 
already located is a better course.” 





chemical manufacturing, and a few 
others attach great importance to the 
cost of electricity. They require vast 
amounts of power. The following 
table shows the importance of power 
in these industries : 


Cost of Electric Power Per $100 
Of Manufacturing Cost 
Aluminum 


Electricity represents nearly one- 
third of the total manufacturing cost 
of aluminum. The importance at- 
tached to the cost of power is one rea- 
son why Aluminum -Company of 
America located some of its plants in 
eastern Tennessee a long time before 
the conception of TVA. It built 
its own hydro power plants. That 
company also had plants located at 
Niagara Falls for many years. 

The 1949 Blue Book of Southern 
Progress lists about 30 or 40 differ- 
ent industries in the South. Tennessee 
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leads in two of these: chemicals and 
rubber products. Electricity plays a 
rather indifferent cost rdle in the pro- 
duction of chemicals and rubber prod- 
ucts, since Tennessee is rich in phos- 
phate deposits and has been at the top 
in output of phosphates and other 
chemicals for a number of years. It 
would seem far more likely that nat- 
ural resources account for Tennessee’s 
leadership in the production of chemi- 
cals. 


Claim Electric Companies Retarded 
Industrial Development 


| rane eben companies are sometimes 
charged, by the industry’s critics, 
with not doing their part in providing 
plenty of cheap industrial power to the 
South. Yet many will recall that the 
late Wendell Willkie headed an elec- 
tric company which served a large por- 
tion of the area before being taken 
over by TVA. It was nationally known 
for its successful operation. 
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PROPAGANDA VIA REPETITION 


Of the electric companies serving 
the South, the Blue Book of Southern 
Progress of 1927 had this to say: 
“One of the great aids to the South’s 
industry is the splendid work of the 
electric power companies. They are 
true pioneers in carrying their lines 
into new fields, sometimes but scantily 
occupied, helping to develop cities and 
to make lighter the work of the man 
who lives in the country and his wife, 
who, too often, has had a dreary life of 
drudgery. They are investing their 
capital and establishing electric service 
throughout the countryside, as well as 
in the small hamlets . . . so that home- 
seekers and manufacturers may be at- 
tracted. Their wires stretch for thou- 
sands of miles, and the time is fast 
coming when their service will be 
available everywhere and the power 
they supply is being sold at remarkably 
low rates. Their attitude is distinctly 
one of helpfulness and their faith in 
the future of the southern country they 
are helping to develop is one of the 
greatest bulwarks of the South today.” 


| the 1928 issue of the same maga- 
zine we find “hydroelectric develop- 
ments in the South are requiring the 
expenditure of hundreds of millions 
of dollars, and for the last two 
years nearly one-half of the total in- 
crease in water-power development in 
the United States was in the South. ... 
one company is planning an expendi- 
ture of about $100,000,000 to increase 
the vast power developments it already 
has in operation.” 

Consider this interesting item of 
more recent origin. The U. S. Statisti- 
cal Abstract for 1948, page 279, shows 
Tennessee to be second from the bot- 
tom in growth of per capita income, 


1933 to 1946, in a list of 14 southern 
states. 


HE U.S. News and World Report 
has recently been publishing a se- 
ries of articles on economic progress 
of various sections and states. From 
these we note an increase in value 
added by manufacturing, 1933 to 
1947. Tennessee is eleventh in the list 
of 14 southern states. The same publi- 
cation (October 7, 1948, page 38) has 
a chart showing “Rising Industrial 
Production” of all states 1939 to 1947. 
In this, Tennessee is shown below the 
national average and again is second 
from the last of the southern states. 
The Morning Tennessean (Nash- 
ville), August 23, 1949, calls the situa- 
tion “disquieting” as the increase in 
per capita income for 1949 “was be- 
tween 4 and 5 per cent less than the 
national average.” 

Can there be a better way to dis- 
prove these claims than by using the 
words of manufacturers as to why they 
chose a specific location ? 

If cheap government power were a 
primary factor in the locating and re- 
locating of industry, how have such 
cities as Detroit, Cincinnati, Chicago, 
New York, and Pittsburgh managed 
to become our greatest industrial cen- 
ters? 

This is not to suggest that private 
electric companies can be (or are) in- 
different to the industrial possibilities 
of their service areas. On the contrary, 
we have in recent years noted a num- 
ber of instances where such compa- 
nies, alone and in combination, have 
taken the lead in promoting the ad- 
vantages of their respective service 
areas. 

The recent full-scale promotional 
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program by the four electric compa- 
nies in Alabama, Mississippi, Arkan- 
sas, and Louisiana is a good example 
of aggressive promotion based on a 
real foundation for attracting “new 
business.” Public utility companies 
with millions of investments literally 
staked to the ground, are not likely 
to overlook the importance of getting 
a fair share of business located in their 
territories. But a “fair share” implies 
sensible, economic justification, includ- 
ing such factors as transport, labor, 
accessible markets, raw materials, 
climate, etc. 


(se PHASIZING one of the small- 
est items in the average indus- 
try’s cost budget—electric power—is 
in itself a will-o’-the-wisp attraction. 
Needless to say, few major industries 
would be moved by that alone. And 
even if the contrary were true, whole- 
sale shuffling around of industries 
from one area of our nation to an- 
other, on the basis of subsidizing a 
single, minor cost factor, would be a 
poor way to manage our national busi- 
ness economy. 

If it were true that industries were 


moving South, deserting New Eng- 
land by the dozens, solely because of 
the cheaper wholesale power rates else- 
where (and we have seen that it is not 
true) where would that leave New 
England? If New England were, some 
time in the future, to have a lower 
power rate, and lure all the industries 
back home, where would that leave the 
New South? Common sense suggests 
that real intelligent promotion and de- 
velopment of a sound native industry 
lies, not in baiting with tax subsidies 
and other “loss leaders” which the tax- 
payers have to absorb—but in realizing 
the inherent potentiality of each area 
according to its resources, gifts, and 
ability. 

Creating new opportunities for in- 
dustries already located is a better 
course. If all regions could realize the 
full industry potentiality of business 
advantages they already possess, all 
would prosper, industrially and other- 
wise. 

But a fly-by-night, bargain-hunt- 
ing segment of industry, changing its 
address every few years like a poor- 
paying tenant, is a poor substitute upon 
which to build lasting prosperity. 





as some members of Congress had their way, any dollar 
profit in excess of that earned in some arbitrary specified 


base period would be taken away to a considerable extent 
through additional taxes, regardless of whether current earn- 
ings are adequate or inadequate on the basis of a return on 
sales or a return on investments. 

“Others would penalize the corporation financially if it does 
not regularly distribute two-thirds or more of its current 
earnings to stockholders in the form of dividends, and thus 
enable the government to increase its revenue by an unfair 
double tax upon these same earnings.” 

—Irvinc S. OLps, 
Chairman, United States Steel 
Corporation. 
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s the Demand Charge Justified? 


An analytical study of the demand charge in modern 

industrial electric rate practice. The demand charge 

poses an interesting question of balancing the rights 
of different classes of utility consumers. 


By ALFRED V. ROBERTS* 


HE demand type of gas and elec- 

tric utility rate schedule is based 

upon the premise that the utility’s 
plant capacity is contingent upon de- 
mand. Consequently, it is reasoned, 
electric consumers operating on a low 
load factor should, in addition to the 
energy charge for current used, be 
harged an amount equivalent to the 
stand-by service represented by that 
portion of utility plant capacity re- 
uired to be held in readiness to serve 
their individual demands. 

Here is a premise, supported by 
vell-established, nation-wide practice, 
which we all accept. The premise seems 
axiomatic and, therefore, does not 
seem to invite analysis. 

Actually, what controls design in 
lant capacity? 

The demand which controls the ca- 
pacity of any generating plant is the 
yearly peak demand of the community 
as a whole! 

The yearly peak of an individual in- 


*For personal note, see “Pages with the 
Editors.” 


dustry may coincide with this commu- 
nity peak, or it may not. Certainly, if 
it does not, then the load factor upon 
which that particular industry operates 
has little or no special relationship to 
plant capacity costs. If, on the other 
hand, its individual peak does happen 
to coincide with the community peak, 
let us not forget that every other cus- 
tomer is also contributing towards that 
peak. There would seem, therefore, 
some measure of discrimination in- 
volved in making a special charge sole- 
ly against that consumer whose indi- 
vidual peak happens to coincide with 
this controlling, composite community 
peak. 


point of fact, under the operation 
of the demand type schedule, all 
consumers subject to it have to pay, 
regardless of when their peaks or lows 
fall. Thus, a consumer whose peak co- 
incides with the community low and 
whose low coincides with the commu- 
nity peak—a most desirable consumer 
—is penalized just the same as one 
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whose peak and low correspond with 
those of the community. This, in itself, 
seems at variance with the theory back 
of the demand charge. 

Quite apart from this seeming in- 
equity of operation within the demand 
schedule itself, we find another factor 
on which even a greater question of 
equity may obtain. 

In Table I are tabulated the con- 
sumer data for an electric company for 
the month of October, 1949. This was 
the peak month for the year 1949. Un- 
der column “A” are listed the numer- 
ous schedules under which current was 
sold. 

These schedules, it will be noted, 
have been segregated into two major 
groups: block and flat rate schedules, 
and demand schedules. Column “B” 
shows the monthly consumptions in 
kilowatt hours. Column “C” gives 
these consumptions in per cent of total 
consumption. 

Referring to the table on page 27, 
the community peak monthly con- 
sumption for the year 1949 was 21,- 
270,352 kilowatt hours. This is the 
sum total consumption from every 
class of consumer during that month. 
It is the composite of the consumption 
of all takers from the smallest residen- 
tial consumer through the whole 
gamut of commercial users, to the 
largest power consumer. Each, in 
proportion to his consumption of cur- 
rent, contributed to that community 
peak upon which is based plant 
capacity. 


— all consumers contributed to- 
ward that peak, it seems a sound 
statement that all consumers, there- 
fore, should contribute towards the 
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fixed costs attributable to the play 
investment. 

Instead, what do we find? 

Table I disclosed that for 16,9335, 
586 kilowatt hours, or 79.62 per cen 
of the consumption comprising th, 
peak load upon which plant capacity 
is based, no effort was made (theo 
retically, at least) to assess charges ti 
meet the fixed costs of plant invest 
ment. These costs have, theoretically 
been all assessed against only 4,334, 
766 kilowatt hours or 20.38 per cen! 
of total consumption! 

Actually, since fixed productioy 
costs constitute in the neighborhooé 
of 40 per cent of an electric utility’ 
investment, we know that much of th 
charges attributable thereto must hav 
been borne by the 79.62 per cent con 
sumption billed under nondemani 
schedules. Certainly, since this con 


upon which is based plant capacity, i 
should theoretically contribute in the 
neighborhood of 80 per cent of the cost 
occasioned thereby. Instead, the bur. 
den of meeting these particular charges 
is reserved for approximately only 2) 
per cent of the consumption. 

There is still another and broader 
approach to the whole subject of elec- 
tric rate schedules. At present each 
class of consumer, each class of serv- 
ice, is studied and the costs of serving 
same are evaluated separately. The 
picture of the interrelationship of one 
class of consumer to another, of one 
class of service to another constituting 
together an integrated whole, does not 
seem to be generally appreciated. 


W: might well consider, for in- 
stance, that industry provide 


26 





IS THE DEMAND CHARGE JUSTIFIED? 


basic employment in the community. 
round the personnel and payroll of 
ndustry grow the personnel and pay- 
oll of the wholesale and retail store, 
he building trades and related serv- 
@ces, the restaurant, the bakery, the 


itfamusement center, the office, the pro- 


fessions, the transportation system, 
he government, the home—indeed 
he whole diverse activity which to- 
pether makes up the modern city or 
ommunity. In turn, this normal, 
ealthy community growth creates de- 
mand for more industry. Thus, the 
various parts of the city unit are inter- 
voven into a composite whole, the one 
dependent upon the other. They can- 
ot be evaluated separately. 

Yet, in the electric utility field we 
do just that—we evaluate each group 
eparately. This interdependence of 
he various units which together make 
p the whole is not given specific con- 
sideration. There is no recognition, for 


instance, of the fact that one seasonal 
industry offsets another, each with 
peaks at different seasons. The fact 
that the employees of these selfsame 
industries help give the steady residen- 
tial load, the desirable 24-hour refrig- 
eration load, the desirable night load 
of street lighting are worth-while con- 
siderations. Industry, be it on peak or 
off peak, is the broad foundation upon 
which rests the whole community ac- 
tivity; this related community activity 
reciprocates and, in turn, helps build 
up industry. Recognition is also due 
the fact that upon this community 
whole the electric utility must be built 
and not upon any one part of it. 


HAT this whole has a peak is nat- 
ural and inevitable. It cannot be 
eliminated. That it can be modified is 
doubtful. Once a consumer is sold elec- 
tricity as opposed to competitive serv- 
ices, the promotional value of the elec- 
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TABLE I 
CONSUMER DATA FOR MONTH OF OCTOBER, 1949 


A 


Schedule 
Block and Flat Rate Schedules 


General Lighting 
Residential 
General Power 


Commercial Cooking, Heating, and Refrigeration 


Sign Lighting 

Optional Power 

Public Street Lighting (F) 
Public Street Lighting (‘G) 
Optional Power (Contract) 
U. S. Army 


Demand Schedules 


Large Commercial Lighting 
Oosional Power 


Cc 


Per Cent 
Of Total 


B 
Monthly 
Consumption 
KWH 


1,299,477 6.11% 
20.29 


28 
05 
12 
30 


2. 
0. 
8. 
1, 
0. 


10 
15.78 
7.73 


79.62% 





16,935,586 


698,458 
748,910 3.52 
2,887,398 13.58 


4,334,766 20.38% 
21,270,352 100.00% 
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tric rate ceases so far as that consumer 
is concerned. Thereafter his consump- 
tion is dictated by business or domestic 
requirements, as to quantity and load. 


N conclusion it would seem that 

whereas the demand type schedule 
is supposed to distribute fixed plant 
costs equitably among those responsi- 
ble for them, actually it assesses these 
charges in a manner which seems to 
discriminate against a very small 
minority of the whole. 

The questions raised by these con- 
clusions are both managerial and reg- 
ulatory. Admittedly, the utility com- 
pany’s over-all allowable rate of return 
is derived from its general revenue 
returns from all customers. It is not 
suggested here that there is any im- 
proper or illicit advantage which the 


company, as such, obtains from the 
demand charges. But aside from that, 
the existence of inequity between 
classes of the utility’s customers sug- 
gests the fair question of general rate 
practice review and possible overhaul- 
ing, if such is needed. An economic 
preference for a more numerous clas; 
of customer can hardly be justified on 
the basis of simplicity or popularity 
or similar considerations. 

Contrary to general belief, the re 
lationship of each individual consumer 
to plant investment is, very nearly, in 
direct ratio to his consumption of 
energy regardless of the purpose for 
which current is used. The only prac- 
tical basis, therefore, for equitably 
assessing these fixed costs would ap- 
pear to be through the medium of the 
commodity charge. 
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People Like Radio on Streetcars—Busses! 


‘ jy eee taste is often nebulous. This can no longer be said, 

however, as to public taste in transit radio. A poll con- 
ducted for the Post-DisPatcH among 23,000 bus and streetcar 
passengers by the Bureau of Business and Economic Research, 
School of Commerce and Finance, of St. Louis University, 
indicates beyond doubt that the great majority of passengers 
enjoy transit radio. The vote is 74.9 per cent in favor of transit 
radio, 15 per cent against, and 10.1 per cent who have no 
opinion. 

“The poll reveals some interesting results. Young people are 
overwhelmingly for music on the streetcars. Nearly 93 per 
cent of them favor it. Older people, those fifty years of age and 
more, are less enthusiastic. Thirty-one per cent of them are 
opposed. 

“That the objectors really object there can be no doubt. The 
steady flow of letters to this newspaper, which began some nine 
months ago and which still continues, is ample proof. A 15 
per cent opposition cannot be ignored, nor can support by 
74.9 per cent be ignored. 

“The opponents can well appeal their case to the Missouri 
Public Service Commission, charging invasion of privacy. 

“At this point the ayes seem to have it.” 

—EDITORIAL STATEMENT, 
St. Louis Post-Dispatch. 
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Washington and the 
Utilities 


Senators Eye Chapman 


N June 14th, a syndicated columnist, 

Doris Fleeson, broke the news that 
Interior Secretary Chapman had rejected 
the so-called “Wright contracts” for 
agreement between the Southwestern 
Power Administration and power com- 
panies in the southwest area. The rea- 
son given was the alleged “service 
charge” by the companies for carrying 
public power which the Secretary was 
reported to feel did not square with the 
“public preference” clauses of the vari- 
ous Federal statutes. There was some ef- 
fort to soften the impact of this report 
by suggestions that the contracts were 
“still under negotiation” and had been 
sent back to the parties for “further 
study.” 

Be that as it may, these were the con- 
tracts which SWPA Chief Douglas 
Wright concluded with the power com- 
panies. These were the contracts which 
he told a congressional committee last 
fall that he thought would be approved, 
and on which he would stand or fall. 
These were the same contracts which 
House Speaker Rayburn publicly de- 
fended in remarks to the House which 
were critical of “trouble making” by a 
national spokesman for the REA co-ops. 

Whatever the exact status of the 
“Wright contracts,” members of the Sen- 
ate, such as Hayden (Democrat, Ari- 
zona), are likely to take an interested 
view of the extent of good faith which 
Interior Department leaders have shown 
in trying to reach agreements with the 
power companies. Interior Department 
appropriations were still to be acted on 
in the Senate. Last year several Senators 
said they would hold Interior to a real- 
istic effort to reach such agreements with 
the private companies. 


(ska? 


Some cynical observers are of the 
opinion that the private companies would 
find it impossible to write an agreement 
which Secretary of Interior Chapman 
would sign for the simple reason that he 
does not want to sign any contracts with 
any private electric company. All told, 
the situation seems to point towards a 
widened breach between the antiutility 
element of the Fair Dealers and certain 
southwestern Congressmen already con- 
siderably miffed over the administration’s 
recent veto of the Kerr gas bill. 


e 
Permanent Status for WRPC? 


BILL which could, at some future 

time, be used to create a statutory 
foundation for the President’s Water 
Resources Policy Commission has ap- 
peared in Congress. The commission, 
called into existence by executive order 
early this year, will expire December Ist, 
unless some other arrangement is worked 
out for continuing it. 

Allegedly to carry out Hoover Com- 
mission recommendations for economic 
reorganization of the Federal govern- 
ment, two identical measures—S 3657, 
by Senator Paul Douglas (Democrat, 
Illinois) and HR 8663, by Representa- 
tive Cecil F. White (Democrat, Califor- 
nia)—are now in the legislative mill. 
While these bills are doomed to get no- 
where at this session, their text may give 
a clue to a future pattern. 

The two bills make no reference to 
WRPC. Yet, they could, in effect, give 
WRPC statutory permanence. They 
would transfer water resources functions 
of the Army Engineers to the Depart- 
ment of Interior, and create a 5-man 
“Board of Analysis for Public Works 
Projects,” to be appointed by the Presi- 
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dent, without Senate confirmation. 

The House bill was referred to the 
Committee on Expenditures in the Ex- 
ecutive Departments, while the Senate 
version was referred to the more friendly 
Public Works Committee. Senator John 
L. McClelian (Democrat, Arkansas), 
chairman of the Senate Committee on 
Expenditures, is a noted champion of the 
Army Engineers, and bitterly opposed to 
absorption of their civil functions by 
Interior. He also is a member of the 
Public Works Committee. 

The bills provide that the board would 
function “in the executive office of the 
President,” members receiving $15,000 
a year. They would periodically review 
projects already authorized by Congress 
as well as pass upon the feasibility of 
unauthorized projects before submission 
to Congress. The board would cover all 
major Federal civil public works, Atomic 
Energy Commission projects excepted, 
and would thus occupy a broader field 
than the WRPC, although water re- 
sources development would probably be 
its main function. 

Senator Douglas insists that his meas- 
ure is not White House inspired, and says 
that he conceived it after recent criticism 
of the Army Engineers’ rdle in flood con- 
trol and rivers and harbors work. 
Representative White has previously 
sponsored legislation desired by the 
Reclamation Bureau. The bill also would 
authorize the Secretary of Interior to 
submit his own version of a revised 
Reclamation law to the 82nd Congress. 
All Federal hydroelectric projects are 
specifically placed under review of the 
proposed board. 


aa 


Hydro Power and New England 
Politics 


b * Tne aypaehon forces of the Demo- 
cratic party—including President 
Truman—have laid the lines for a New 
England congressional campaign this fall 
that will keynote Federal power develop- 
ments in that region as reward for sup- 
port of Fair Deal candidates for House 
and Senate. 
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This is etched in bold relief by Presi- 
dent Truman’s criticism of the recently 
signed Rivers and Harbors and Flood 
Control Authorization Bill (HR 5472), 
He made it plain that he was displeased 
with the proviso placing responsibility 
on the Army Engineers to survey the 
“Merrimack and Connecticut rivers and 
their tributaries, and such other streams” 
in New England “where power develop- 
ment appears feasible and practica- 
ble . . .” He said the survey should have 
been broader in scope. 

Following the President’s criticism, 
two bills were tossed into the legislative 
hopper, patently designed for campaign 
use. Identical in context, the two meas- 
ures—S 3707 and HR 8747—are “To aid 
in the use, conservation, and development 
of the river basins in the New England 
states and the state of New York and to 
establish the New England-New York 
Resources Survey Commission.” 

The commission would be charged 
with the responsibility of formulating a 
comprehensive and codrdinated plan for 
flood control and prevention; pollution 
abatement ; domestic and municipal wa- 
ter supplies; navigation; hydroelectric 
power and industrial development and 
utilization ; soil conservation ; forest con- 
servation ; fish and wildlife conservation; 
development of recreation; and “other 
beneficial and useful purposes.” Two 
years would be allowed the commission 
to complete its studies and submit its 
recommendations to the President and 
Congress. 

There is little likelihood that either 
measure will be acted upon at this session 
of Congress, but good New England 
campaign material has been made avail- 
able, especially when it is noted that the 
New York tie-in offers the New England 
states the lure of possible low-cost hydro- 
electric power from the projected and 
much talked of Niagara and St. Lawrence 
river developments. 

Authors of S 3707 are Senators Theo- 
dore F. Green, Edward L. Leahy (Rhode 
Island Democrats), William Benton, 
Brien McMahon (Connecticut Demo- 
crats), and Herbert H. Lehman (Demo- 
crat, New York). The House bill is 
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authored by Representative Thomas J. 
Lane (Democrat, Massachusetts). 
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REA Continues Uneasy over 
Carolina Argument 


LTHOUGH Rural Electrification Ad- 
ministrator Claude R. Wickard 
has declined further comment on recent 
criticism by the South Carolina Electric 
& Gas Company against a proposed REA 
loan to a Palmetto state super codpera- 
tive (see “REA Jitters,” page 847, June 
22nd issue), there continues a state of 
uneasiness among some of his Washing- 
ton advisers. 

Following a series of full-page adver- 
tisements in metropolitan dailies, includ- 
ing The Washington Post and The New 
York Times, SCE&G President S. C. 
McMeekin carried the message of his 
company direct to the rural cooperative 
membership of South Carolina, utilizing 
full-page space in the dailies and weeklies 
of that state. 

These advertisements pointed up the 
claimed waste of taxpayers’ funds to 
construct duplicating transmission facil- 
ities that would furnish the co-ops with 
power at a rate seven-tenths of a mill 
higher than had been offered by the com- 
pany. The insertions also made it plain 
that the state-owned Santee-Cooper 
Power Authority, the real beneficiary of 
the REA loan, was taking the first step 
ina plan that could bring about the forced 
liquidation of all privately operated power 
companies. 

Reaction of both the public and the 
South Carolina press was heartening. 
Several American Federation of Labor 
and Congress of Industrial Organizations 
locals immediately responded with reso- 
lutions endorsing the company’s position, 
while supporting editorial comment came 
from every section of the state. 

Declaring that nobody can com- 
pete with government indefinitely, the 
Charleston News and Courier said the 
loan could serve no good purpose, but 
would destroy a substantial contributor 
to state, county, and municipal treasuries. 

The Columbia State commented that 


if there is to be no respect for the invest- 
ment of 30,000 stockholders who have put 
their money in this local company 
(SCE&G) and other companies through- 
out the country, there can be no assur- 
ance that the public will long furnish 
capital for such necessary enterprises. 

The Greenville Piedmont declared the 
proposed loan a “plain overstepping of 
bounds as far as the REA is concerned,” 
while the Charleston Evening Post said 
if the company is correct, the proposed 
system of duplicating lines “would be a 
wasteful, even a scandalous diversion of 
public funds, and constitute a costly blow 
at private enterprise.” 

Other South Carolina papers com- 
mented in similar vein as the issue spilled 
over into North Carolina where the Char- 
lotte News asserted that if the Congress 
feels that public transmission lines should 
be built, then the Congress should au- 
thorize them “one by one.” 


* 


Tidelands Decision Disturbs 
States 


Cees in theories of certain rights 
of the states are evaluating their 
dubious position in the light of the recent 
U. S. Supreme Court’s decisions in the 
so-called tidelands oil cases. The Court’s 
refusal to recognize any property rights 
of the states of Louisiana and Texas in 
submerged coastal lands has shattered 
the last hope of any legal barriers to pre- 
serve state interest in such lands. 

Further, because of the lateness of the 
session, efforts to get quitclaim or other 
corrective legislation enacted by the 81st 
Congress would appear hopeless. Senator 
Joseph C. O’Mahoney (Democrat, Wyo- 
ming), chairman of the Senate Commit- 
tee on Interior and Insular Affairs, sym- 
pathetic to the Federal claims, is not in- 
clined to act on any legislation favorable 
to the states, although he has hazily indi- 
cated he might go along with some sort 
of “interim” congressional resolution 
which would temporarily validate those 
leases negotiated in good faith and now 
in effect between the affected states and 
private producers. 
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The House may again pass a bill (HR 
8137) to restore title of the states to lands 
under interstate rivers and tidal areas, 
but it has no chance of final enactment 
due to Senate opposition and the cer- 
tainty of a presidential veto. 

As for the “interim” resolution, it 
would have a time limit and faces delay- 
ing action at the hands of Senator 
O’Mahoney who is disposed to refer the 
proposal to the Department of Interior 
for its opinions and suggestions. 

In the meanwhile, the attorney general 
of New Jersey has declared that his state 
will not consent to any steps by the Fed- 
eral government to apply the tidelands 
doctrine to New Jersey’s amusement, 
fishing, and shipping industries. Pushed 
to extremes, the Court’s line of reason- 
ing might even give the Federal govern- 
ment proprietary rights in some of the 
Atlantic City boardwalk properties. No 
“tidelands” test case has yet involved an 
“original” state, such as New Jersey. 

A hydroelectric angle was recently 
introduced by Governor Allan Shivers 
(Democrat) of Texas in a speech at 
Tulia, Texas. He pointed out that dams 
built in the Brazos river with funds of 
the state might revert to the Federal 
government under the “recapture clause” 
of the Federal Power Act after fifty years, 
if the Federal Power Commission has 
authority to license a state’s use of its 
own water on navigable streams. 


> 


Interior and Congress 


HE Interior Department’s bill (HR 

7351) to amend the Reclamation 
Act is viewed with a critical eye by no 
small segment of Congress, and may die 
with adjournment, now expected around 
August 5th. This measure would give the 
Secretary of Interior authority to pass on 
proposed multipurpose projects, subject 
only to later congressional appropriations 
for programs he may have approved. In 
addition, it would liberalize interest, term 
payments, and other requirements on 
irrigation projects, as well as broaden the 
Secretary’s power in determining non- 
reimbursable features of the projects. 
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Chairman J. Hardin Peterson (Demo. 
crat, Florida) of the House Public 
Lands Committee has said that he will 
seek to “discharge” the Rules Committee 
on the bill in a motion to be made on July 
18th. However, he is skeptical that the 
House membership will either overruk 
the Rules Committee or finally pass the 
bill in its present form. House procedure 
could cause the measure to be passed over 
several times on any discharge motion, 
thus serving to send it to oblivion for 
the reason that the House may be ad- 
journed before passage of twenty-one 
days, the minimum period in which 
Peterson could again make a “discharge” 
motion. 

There is also indication from Peterson 
and other sources of an increasing senti- 
ment among House members to weigh 
with considerable care any legislation de. 
signed to increase the powers of the 
Interior Department or the Bureau of 
Reclamation. 


Aa 


FPC Aloof to Interior’s 
Kings River Plans 


T seems clear that the Federal Power 
Commission will neither support nor 
oppose the Interior Department’s bill to 
authorize Federal development of the 
North Fork of the Kings river in Cali- 
fornia. This bill (HR 5264), by Repre- 
sentative Cecil White (Democrat, Cali- 
fornia), is pressed for by the Reclamation 
Bureau in an effort to check the Pacific 
Gas and Electric Company, now seeking 
a license to develop the same stream. 
The House Public Lands Committee, 
following its usual procedure, invited the 
commission to give its views on the White 
Bill. In a polite but tersely worded state- 
ment, FPC Chairman Mon C. Wallgren 
declined to do so. He pointed out that 
the commission is now considering a0 
application for a license which would 
seem to foreclose the commission from 
expressing any opinion on the White Bill 
at this time. Meanwhile, it would appear 
that the White measure is slated for 
demise with the current session of 
Congress. 





Exchange Calls 


And Gossip 


Antigambling Action Postponed 


to companies are reported 
to be uneasy about the Federal anti- 
gambling statute now on the Senate 
calendar. The bill still makes it unlawful 
for any person to “lease, furnish, or 
maintain any communication facility .. . 
used to transmit or receive gambling in- 
formation.” Any person who “know- 
ingly” violates the provision will be sub- 
ject to fines and imprisonment. Tele- 
phone and telegraph companies feel that 
they might still be subject to oppressive 
enforcement of any such Federal statute. 
Action on the bill was postponed in the 
Senate last month. 

Opposition was said to be increasing 
in the House Interstate and Foreign 
Commerce Committee against taking up 
the bill, although a recent Gallup poll 
showed a popular preference for banning 
gambling wires by a margin of 3 to 1. 
Even among persons who admitted they 
are accustomed now and then to betting 
on races or indulging in various other 
forms of gambling, there was consider- 
able sentiment for the McGrath proposal. 
The antigambling bill grew out of the 
Attorney General’s conference on or- 
ganized crime, which was held in Wash- 
ington, D. C., in February. 


* 
Home Wire Tapper Upheld 


Aree. subscriber has an “abso- 

lute right” to protect the use made 
of his telephone, the New York Appel- 
late Division, Second Department, ruled 
unanimously’ recently in reversing the 
conviction of three men accused of illegal 
wire tapping. In a 3-to-2 decision, the 
court dismissed the indictments. 
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The case stemmed from telephone evi- 
dence offered in a divorce action in 
Brooklyn Supreme Court. 

The appellate division held that when 
a telephone subscriber consented to the 
use of his line by his employee, a member 
of the household, or the subscriber’s wife, 
there was a “condition implied” that the 
telephone “will not be used to the detri- 
ment of the subscriber’s business, house- 
hold, or marital status.” 

The subscriber, the court continued, 
may determine if his line “is being used 
to his detriment” by having his own line 
tapped or otherwise checked “so that his 
business may not be damaged, his house- 
hold relations impaired, or his marital 
status disrupted.” 

The indictments charged those in- 
volved with violation of § 1423 of the 
Penal Law, under which it is illegal to 
break, tap, or make connection with any 
telegraph or telephone line without legal 
authority. 

The court also reversed the conviction 
on “errors committed in instructing the 
jury.” It held that proof with respect to 
the contractual provision between the 
subscriber and the telephone company 
as to attachments was “irrelevant and 
the instruction that its breach constituted 
unlawfulness within the pertinent penal 
provision was erroneous.” 


* 


Transit Radio Suits Barred 


uDGE Edward A. Tamm of the U. S. 
District Court for the District of 
Columbia last month dismissed three 
suits brought to prevent radio on street- 
cars and busses in Washington, D. C. The 
suits were brought by the Transit Riders 
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Association, with a stated membership of 
500, and by three other individuals. 
They claimed that “forced listening” in 
public vehicles was unconstitutional and 
a violation of a right to privacy. 

Judge Tamm said, in announcing his 
decision, “basically there is no legal right 
of the petitioners that has been invaded, 
threatened, or violated.” 

After the ruling, Washington Transit 
Radio, Inc., and WWDC-FM announced 
they would install more equipment on 
transit vehicles. 

The petitioners, in claiming violation 
of their rights, said that the “interests of 
personality” must be protected against 
the “constantly increasing intrusion of 
commercialism.” Also advanced was the 
contention that there is a freedom “not 
to listen” that the court should enforce, 
because transit radio compels a rider to 
listen to broadcasts when he may want 
quiet. It also was described as a clash 
between “freedom of attention” on one 
side and “freedom of advertising” on the 
other. 

Meanwhile, transit radio proponents 
were attacked on another front, when 
the CIO asked the Federal Communica- 
tions Commission to revoke the licenses 
of FM stations providing radio programs 
for busses and streetcars. The CIO 
claims transit radio carries the danger of 
“forced listening to political propa- 
ganda.” 

* 


Must Hear Rate Case 


ers Thomas A. Kennelly 
of the Rhode Island Public Utili- 
ties Division must hear the latest tele- 
phone rate case, but has the right to limit 
the evidence, Attorney General William 
E. Powers ruled recently. 

The decision was said to mean that 
Kennelly may avoid such protracted rate 
hearings as have been going on since 
1947 and confine the present case to evi- 
dence showing the effect of wage in- 
creases, new or added taxes, and similar 
influences on the telephone company’s 
financial condition. 

The New England Telephone & Tele- 
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graph Company, after its initial rate in- 
crease request in 1947, was granted an 
aggregate increase in annual revenues of 
$3,200,000 in a decision by the state pub- 
lic utilities appeal board last December 
15th. The company had sought in its 
several rounds of rate boost petitions in- 
creased revenues of approximately $5,- 
000,000 annually. 

Although NET&T could have ap- 
pealed the hearing board’s decision in 
December to the state supreme court, it 
did not do so but accepted the higher 
rates granted and then early this year 
filed a new rate petition with Kennelly. 
The higher rates now sought would yield 
approximately $1,700,000 in added in- 
come above the $3,200,000 previously 
granted. 

Contending that there had not been 
sufficient time for the company to have 
determined what revenues the December 
rates would have yielded in a full year, 
the state, through its chief counsel, 
Abraham Belilove, filed motions with 
Kennelly to quash the petition and, lack- 
ing this, to limit the evidence. Both mo- 
tions were submitted by Kennelly to the 
attorney general for his opinion. 


v 


Rate Hearing Delayed 


HE New Jersey Department of Pub- 
lic Utilities recently announced that 
no date would be fixed for cross-exami- 
nation in the New Jersey Bell Telephone 
Company’s intrastate rate increase case 
until the superior court decides the com- 
pany’s appeal from the $2.50 weekly 
wage raise granted its workers by a state 
board of arbitration. The cross-exami- 
nation had been scheduled for June 20th. 
The company is seeking an increase of 
$9,800,000 annually in its intrastate 
rates and wants $1,800,000 of this in- 
creased revenue immediately to cover the 
salary raises allowed about 11,000 work- 
ers by the arbitration board. 

A decision in the salary case is not ex- 
pected before August 1st. Argument on 
the appeal was scheduled before Judges 
McGeehan, Colie, and Eastwood of the 
appellate division June 26th at Trenton. 
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LO, THE VANISHING BUFFALO! 


Nickel Phone Call Ending 


? N January Ist, the 5-cent call from 
a telephone booth will end under a 
ecent decision of the New York Public 
Service Commission granting the New 
York Telephone Company its first perma- 
hent rate increase in twenty years. The 
hew coin box rate will be 10 cents. The 
elephone structure of virtually the entire 
tate will be affected by the rate changes 
nd will result in increases, varying ac- 
ording to locality, and ranging from zero 
oas high as 23 per cent for some business 
hsers. 

The 5-cent coin box phones were intro- 
luced generally in 1911 but had been 
ested, as a money-making venture, since 
890 when the first booth was installed 

the old Barclay street ferry house, now 
nown as the Hoboken ferry. 

The new rates became effective on May 
4th. The effective date of the coin box 

angeover was fixed for January Ist, 
ecause of time needed to make mechan- 


ical adjustments. During the period up 
to January Ist, the commission granted 
the company the right to impose a tem- 
porary 2 per cent surcharge on all sub- 
scribers’ basic bills to collect the income 
which the company says is needed to 
maintain adequate phone service. 

Under the decision, the.company was 
also granted permission to put into effect 
its “metropolitan service plan” under 
which Westchester county and Nassau 
county would become part of the New 
York city phone system. The plan elimi- 
nates toll charges for calls within the 
area and permits them to be billed as part 
of the regular monthly bill. 

Under the increases, the commission 
said the company would receive $48,490,- 
000 annually in additional revenue, al- 
though it had asked for increases that 
would have given $61,000,000 in in- 
creased income. The revenue from the 
10-cent coin box telephones is expected 
to provide by itself $12,000,000 annually. 
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Sells Exchange to Insurance 
Company 


HE Virginia Telephone & Telegraph 

Company has sold its new exchange 
and office building in South Boston, Vir- 
ginia, to the Mutual Life Insurance Com- 
pany of New York for $108,000, it was 
announced last month. 

The property has been leased back to 
the utility for twenty-five years, with op- 
tions to renew the lease for five succes- 
sive periods of five years each. 

Announcement of the transactions was 
made jointly by Judson Large, president 
of Virginia Telephone & Telegraph, and 
John Traynor, vice president of 
Mutual Life. 


* 


REA Rescinds Phone Loan 


ane po lines” as an issue has been 
raised by the Rural Electrification 
Administration for the first time in its 
rural telephone loan program. Recent- 
ly the REA had to rescind a loan of 
$93,000 to a codperative in Iowa Falls, 
Iowa. The reason was the decision of 
the Bell telephone system to supply serv- 
ice in the area, which made the proposed 
co-op operation infeasible. 

In explaining the rescission of its loan, 
REA claimed that the Bell system pre- 
viously had been unwilling to serve the 
area. The Bell system reversed its position 
after the codperative setup had been ar- 
ranged—in REA’s view—and announced 
that it stood ready to serve the surround- 
ing rural territory. Although the co-op 
suggested that the Bell action was a 
“spite-line” activity, recalling early days 
of the rural electrification program, it ex- 
pressed satisfaction with the result. The 
REA statement pointed out that, in this 
instance, the objective of the rural tele- 
phone law had been accomplished. 

Dissatisfaction has been noted among 
REA officials with the slow pace of the 
rural telephone program. The half-dozen 
loans approved up to the end of May 
accounted for less than one-half million 
dollars. 

Furthermore, REA cannot hope to 
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lend anything like the $25,000,000 
gress made available. 

There is serious doubt whether it w 
even be able to put out $10,000,000, whid 
was the rock-bottom figure considered g 
a possibility during the early days of di 
cussions of the program. This may ex 
plain the recent action of the House ir 
halving President Truman’s $50,000,00 
budget request for telephone loan func 
for the coming fiscal year. 


ROCESSING at a slow pace and costly 
P overhead on handling rural telephong 
loans worry REA. Out of 500 applica 
tions on hand, only 70 have advanced ty 
a serious study stage. Ten per cent prob 
ably will be rejected and about 10 per cenj 
of the others appear to be good risks. But 
the remaining 80 per cent are properties 
which require time-consuming studies 
One speed-up suggestion has been to pull. 
the borrower on early notice as to his 
fixed equity requirements. 

REA now has to exchange views sev: 

eral times before the required “equity’ 
can even be determined. The cost of han 
dling loans to date has been chalked up 
o “education and training” of staff. But 
the expense is such that REA is not dis 
posed to continue the present practicd 
indefinitely. 


a 
Seeks Rate Raise 


OUTHERN BELL TELEPHONE & TELE 
S GRAPH Company last month aske( 
the Kentucky Public Service Commi 
sion for a rate increase of $2,691,000; 
year. The higher rates were schedule 
to go into effect July 6th, after the com 
pany posted bond to insure repayment jj 
the commission should disallow the re 
quest. 

Claude J. Yates, Southern Bell’s Ken 
tucky manager, cited a continued rise i 
the cost of operations as the reason fo 
the latest increase. Southern Bell’s pre 
vious three higher rate requests alst 
were predicated on rising costs of opera 
tion. 

The increase amounts to about 12 pe 
cent over all. 





4F nancial News 
and Comment 


By OWEN ELY 


Should the Utilities Plan Another 
Big Construction Program? 


HE chart on page 39 illustrates the 
great changes which have developed 
. min the electric utility industry in the past 
twelve years. Following are the compari- 

sons : 
Per Cent 


1938 1949 Increase 
Net Plant Account 
(Bill.) 


$12.4 $15.6 26% 
Generating Capac- 


ity (Mill, KW) 33 50 52 
Electric Output 

(Bill. KWH) . 104 233 
Electric Revenues 

(Mill.) $2,170 $4,370 101 
Gross Income 

( Mill.) $820 $1,020 24 
Earned for Com- 

mon Stock 

(Mill. ) $650 80 
Common Divi- 

dends (Mill.) . $290 $450 55 


The lessons to be drawn from these 
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figures are not new, but need to be 
stressed within the industry and more 
fully appreciated in regulatory and po- 
litical circles. The industry has been 
“laying golden eggs” for its customers 
during 1938-50, but this can’t be expected 
to continue indefinitely. With an increase 
in the estimated rate base of only 26 per 
cent, the industry was able to increase 
output by 124 per cent. The increase in 
the rate base was retarded by the heavy 
plant write-offs favored by Washington 
since 1933, together with a moderate 
dividend pay-out; plant account is now 
far below reproduction cost. On the other 
hand greater pooling of power facilities, 
the intensive use of obsolete and reserve 
capacity, and more recently the greater 
efficiency of new generators installed, 
have permitted much more effective plant 
use than in the 1930’s. 


EVENUES from this increased output 
have been cut sharply, as the utilities 

for the most part have voluntarily passed 
along these benefits to consumers. In the 
meantime, fuel costs and other expenses 
have been rising faster than revenues— 
fuel cost jumped from $147,000,000 in 
1938 to $773,000,000 in 1948, dropping 
slightly in 1949. As a result gross income 
(which is the approximate measure of 
operating profits) increased only 24 per 
cent, or even less than the rate base, and 
only about one-fifth as fast as output. The 
utilities were able to “get by” with this 
very small gain, and raise some new 
equity funds for construction, largely be- 
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cause of the administration policy of cheap 
money rates, which permitted them to 
effect a large reduction in fixed charges 
and preferred dividends. Thus in 1949 in- 
terest charges were only $242,000,000 
compared with $285,000,000 in 1938, and 
preferred dividends $104,000,000 v. 
$123,000,000. 

To summarize, the utilities have bene- 
fited hugely since 1938 by (1) increased 
pooling of facilities, (2) use of spare 
capacity, (3) increased efficiency, and 
(4) cheap money. These benefits have 
practically all been passed on to the con- 
sumer, with the utilities retaining barely 
enough earnings to remain on an even 
keel financially. Moreover, there has been 
no skimping of maintenance (except as 
forced during the war, and since re- 
stored), no flexible or dual accounting, no 
promotional financing such as character- 
ized the 1920's. 


uT because of the marvelous records 
hung up by the electric utilities dur- 
ing the war and postwar periods, there 
is some danger that the consuming pub- 
lic and the regulatory commissions may 
now take it for granted that the utility 
companies can continue to “pull rabbits 
out of the hat.” Certain questions are 
bound to arise: Is there danger that the 
utilities, goaded by Washington’s some- 
what politically colored perennial cry of 
power shortages, and spurred by the 
highly colored forecasts of ever-mounting 
prosperity, may expand too rapidly? 
Have the competitive effects of cheap nat- 
ural gas, now being extended to large 
new areas by the growing network of 
pipelines, been fully appraised? Are the 
electric utilities, in some cases, planning 
for greater reserve capacity than may be 
needed under future operating condi- 
tions ? Will mounting taxes, depreciation, 
and fixed charges eventually outstrip the 
operating economies to be realized ? 
Robert Selltitz in The Wall Street 
Journal (April 8th and June 7th) and 
John Callahan in The New York Times 
(April 23rd) have given excellent sum- 
maries of present trends in the industry, 
including high lights of the EEI conven- 
tion talks. According to the views of op- 
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timistic leaders, such as retiring EE] 
President Elmer Lindseth (who aly 
heads Cleveland Electric Illuminating), 
President Philip Sporn of American (as 
& Electric, and Chairman Curtis Calder 
of Electric Bond and Share, the electric 
power industry faces a continued futur 
of fantastic growth, and should keep it 
construction program in high gear for a 
least another 5-year period. Thus the $7 
billion spent to date since the end of the 
war must be matched by another $7 bil. 
lion through 1954, it is said. Some of this 
increase is designed to restore the margin 
of capacity to its former level around 2) 
per cent (compared with only about § 
per cent in 1947). 


N the other hand, many utility execv- 
tives realize that the increased use 
of electricity necessary to support this big 
expansion program won’t just grow like 
Topsy, but must be “sold” to the con- 
suming public. Sales staffs which were 
depleted during the war are now bein 
rebuilt. Selling groups have held man 
conferences this year, and the Edisos 
Electric Institute’s commercial division 
has outlined a sales drive to recapture 
some of the market already being los 
to the gas appliance industry. Detroit 
Edison has offered free wiring to buy 
of electric ranges and dryers, finding that 
the funds are much better spent in thi 
way than if devoted to appliance adver 
tising. 
Most electric utilities do an excellent 
job of projecting their sales and earning 
a year or two ahead, and budgeting 


their construction programs accordingly 


Moreover, it isn’t necessary now to ordef 


generators so far ahead, and programy 


can be more flexible than just after th 


war. Hence the danger of overbuildingy] 


won’t be too great unless the utilita 


fail to foresee when general business of 


tivity may become abnormally high. 
While there have been many instanct 


of poor forecasting of near-term economigy 


trends in recent years, both by gover 
ment and business, one broad less 
which history seems to have taught 1 
is that every great war is followed 
about a decade of prosperity, after whit 
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REVENUES 


COMMON STOCK 


ON 
COMMON STOCK 


ELECTRIC OUTPUT 


(1 Billion KWHIN - 
— - 


100 100 
90 NET PLANT 90 
80 ($100 80 
70 70 
60 60 
50 50 


GENERA CAPACITY 
KW) 


40 


30 
Bae "39 «©6'400—Ofs ‘441 ‘42 ‘43 ‘44 #'45 #+%('‘46 #%‘'‘47 #+%'‘48 «#+%\'49 «+1950 
SOURCES: Data on Income and Piant Account, Federal Power Commission. Data on Capacity and Output, Edison Electric Institute. 


* Affected by writeoffs of accounts 107, 100.5, etc. 
- Estimated 
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there is a major economic adjustment. 
We are now about halfway through such 
a decade, after which (unless Washington 
decides to run the printing presses and 
have real inflation) we may have to ad- 
just ourselves to a lower level of eco- 
nomic activity. Hence we believe that the 
utilities should keep this readjustment in 
mind, and not build up ample surplus ca- 
pacity or order too many generators in 
relation to high industrial activity. The 
lesson of the 1930’s should not be for- 
gotten too soon. 


¥ 


Favorable Outlook Seen for 
Preferred Stocks 


IDDER, PeaBopy & Co. recently issued 

an 8-page tabulation of utility pre- 
ferred stocks. Stocks are arranged alpha- 
betically, with data on the number of 
shares, price and yield, call price, and spe- 
cial notations as to sinking funds and 
surtax benefits. (Dividends on new 
money issues since 1942 carry full 85 
per cent exemption for corporate holders, 
while refunding issues have such an ex- 
emption only on the 24 per cent normal 
tax.) 

In the preamble, the firm strikes an 
optimistic note regarding the market out- 
look for utility preferred stocks, pointing 
out (1) the present shortage of seasoned 
issues; (2) the continuing wide spread 
between preferred stock yields and high- 
grade bond yields (about 3.71 per cent 
v. 2.61 per cent, or a differential of 42 
per cent); (3) the outlook for stability 
in the government bond market following 
the recent moderate decline ; and (4) the 
stimulus to demand resulting from the 
new “Prudent Man” law in New York 
state, effective July Ist. 


> 


Brokers’ Analyses of Utility 
Stocks 


GC= & Co., INc., has issued a 6-page 
analysis of Northern Indiana Pub- 


lic Service. It goes out that while the 


stock is unlisted, the company is one of 
the larger utilities, with annual revenues 
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of over $45,000,000. The company will 
have nearly 3,000,000 shares of common 
stock outstanding after the completion of 
current financing. It has enjoyed a re- 
markable growth record, quite compara- 
ble with those of companies in the South 
and on the Pacitic coast. Thus during 
1940-49 electric revenues gained 113 per 
cent compared with 89 per cent for the 
industry ; and gas revenues increased 135 
per cent. Share earnings have more than 
doubled since 1945. 

Based on the shares of common stock 
to be outstanding in the near future 
(after the present “rights” offering is 
completed), earnings for the twelve 
months ended April 30th were $1.99 a 
share. With allowance for further increase 
in shares due to potential conversion of 
the preference stock, earnings for the cal- 
endar year 1950 are estimated by Geyer 
& at $2 and next year at not less than 
$2.15. 

The company obtains 36 per cent of its 
revenues (electric and gas) from indus- 
trial customers, and the general feeling 
that it is in a highly industrialized and 
economically vulnerable area may be a 
factor in the current yield of nearly 7 per 
cent on the common stock. The company 
serves the important steel cities of Gary, 
Hammond, etc. 


Hex Geyer & Co. points out that 
in the past five years electric rev- 
enues from residential, rural, and com- 
mercial customers increased 64 per cent, 
while revenues from industrial customers 
gained only 21 per cent. Moreover, the 
management is said to have estimated 
that a reduction of as much as 50 per cent 
in kilowatt-hour sales to industry would 
only reduce net earnings by about 17 cents 
a share. It cites the company’s experience 
during the steel strike last October when 
net income for that month exceeded bo’ 

the previous month and the same month 


The company has been buying about 
71 per cent of its power requirements, but 
a program of constructing new generat- 
ing facilities which should be complete 
by the fall of 1951 will permit it to r 
duce purchased power to an estimated Jl 
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per cent of requirements. Eventually an- share after tax adjustments ; however, the 
nual savings of about $2,200,000 should full amount could probably not be realized 
thus be realized, it is estimated, which until 1952. 

would be equivalent to about 45 cents per The company also expects to benefit by 


e 


CURRENT UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12 Mos. Month 12Mos 


J 


Operating Statistics (April) 
Output KWH—Total Bill. KWH 25.4 298.1 
Hydro Generated " 
Fuel Generated 


ge 
we 


Mill. KW 
Customers, no, Mill. 

Fuel Use: Coal Mill. tons 

G (Mill. mcr 

Oil Mill. bbls. 

Coal Stocks Mill. tons 


S25 


» 
9 en NID Ss 


SwNDOUAe 
Pritt tthe 


— 


“al- Sales, Revenues, and Rates (March) 


KWH Sales—Residential 
Commercial 
Industrial 
Total, incl. misc. 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc, sales 


Revenues and Income (March) 
Elec. Rev., incl. sales to other utils. 
Misc. Income 


Expenditures (March) 
Fuel 


Misc. Expenses 
Depreciation 
Taxes 

Interest 


Earnings and Dividends (March) 
Net Income 
Preferred Div. (est.) 
Bal. for Common Stock (est.) .... 
Common Dividends (est.) 
Balance to Surplus (est.) 


707** 
331** 
1,038** 


ife Insurance Investments (January Ist-June 10th) 

Utility Bonds 530 

Utility Stocks 110 
Total 640 
Per Cent of All Investments .... 21% 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding 
ssues, **Four months ended April 30th. 
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improved natural gas business. Deliveries 
from the new Texas-lIllinois pipeline 
should double the supply of gas in the 
Calumet and South Bend areas after 
1951, and the company is currently ob- 
taining an added supply for the Fort 
Wayne area from Panhandle Eastern. 

The common stock equity, on comple- 
tion of the present stock financing, will 
approximate 27 per cent and will increase 
to around 30 per cent if all the convertible 
preference stock should be exchanged for 
common shares. 

Geyer & Co. estimates that, following 
the recent bond and stock financing, 
Northern Indiana Public Service will not 
have to do any additional financing until 
late 1951 at the earliest; and the $20,- 
000,000 cash required to complete the 
scheduled construction program after 
that date can probably be raised mainly 
by sale of senior securities. 


= FEeEty of Paine, Webber, Jack- 
son & Curtis has prepared a descrip- 
tion of Central Illinois Electric & Gas, 
which is currently quoted over-counter 
around 23, and pays $1.30. The company 
has greatly improved its position since 
the common stock was sold to the public 
by Consolidated Electric & Gas Com- 
pany. Revenues are about 63 per cent 
electric, 24 per cent natural gas, 10 per 
cent transit, and 3 per cent steam heating. 
Electric sales are well diversified with 
41 per cent residential, 24 per cent com- 
mercial, 31 per cent industrial, and 4 per 
cent miscellaneous. 

Earnings on the common stock were 
$2.55 last year (v. $2.47 on a smaller 
number of shares in 1948). For the 
twelve months ended March 31, 1950, 
they increased to $2.61, so that the stock 
is selling at less than 9 times earnings. 
Current earnings do not fully reflect the 
benefits from the installation of a 20,000- 
kilowatt generating unit last summer ; an 
additional 30,000 kilowatts will be added 
in 1952. The dividend rate has been 
maintained at $1.30 since 1945, but since 
the pay-out is now only about 50 per cent, 
an increase in the rate seems likely to 
materialize in due course, according to 
Paine, Webber. 


JULY 6, 1950 42 


poe & Co. has recently issued 
a 4-page analysis of New England 
Electric System, which may be sum- 
marized as follows: The system was 
reorganized in 1947 through a recapital- 
ization and merger of the several holding 
companies which formed the old New 
England Power Association system. The 
present stock was originally placed on a 
$1 annual dividend basis but a combina- 
tion of poor water conditions at hydro 
plants and large construction require- 
ments necessitated a reduction in this 
rate to 80 cents in 1949, and the stock 
dropped to 8} (now 123). 

Josephthal & Co. feels that after the 
company’s construction program has been 
substantially completed, earning power 
of around $1.70 a share will be developed. 
It points out that system capacity was in- 
adequate to meet postwar demands, since 
most of the steam plants were antiquated. 
Hence the company had to pay high 
prices for purchased power, particularly 
during periods of low water when hydro 
plants could not be operated at capacity. 
While two new 40,000 units were added 
in 1947 and 1949, the efficient capacity 
is still only about half the peak load, 
which means that the company is still 
forced to generate or purchase substantial 
amounts of high-cost power. 

Around the end of 1951 the company 
will place in service a 33,000-kilowatt 
hydro unit and a 33,000-kilowatt steam 
unit, which will increase combined ca- 
pacity over 15 per cent. During 1951-52 
150,000 kilowatts more will be added, al- 
most doubling postwar capacity. This will 
provide efficiently for about three-quar- 
ters of the present peak load and the 
company will still have its older steam 
plants and sources of purchased power 
to use for stand-by and peaking purposes. 
Josephthal & Co. points out that the in- 
crease in power costs during 1945-48 ab- 
sorbed 80 per cent of the increase in 
revenues; but in 1949 power costs 
dropped $4,700,000 while revenues 
gained $1,400,000. Fuel consumption (for 
steam plants) has declined from 1.51 
pounds in 1947 to 1.25 pounds in May, 
1949. Installation of the big new units 
in 1951-52 with fuel consumption of only 
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two-thirds of a pound, will further re- 
duce coal costs. 

The firm estimates that by 1952 
revenues will show a gain of $11,600,- 
000 over 1949. Assuming that the incre- 
mental power will cost one cent per 
kilowatt hour and that other costs will 
increase by $1,000,000, the company 
should be able to realize a net profit after 
taxes of $3,300,000 or 45 cents a share on 
the additional revenues, which would 
bring estimated earnings up to $1.70. 
This makes no allowance for any im- 
provement in the unsatisfactory earnings 
from the gas and transit divisions. 


ERR & Co., engineers, has issued a 4- 

page article on Tennessee Gas Trans- 
mission Company. The latter company 
pioneered in the transmission of natural 
gas from Texas to the Appalachian area 
in 1944, and expansion has continued at 
a rapid rate. Capacity will be increased 
about 50 per cent in 1950 with a trans- 
mission line from northeastern Kentucky 
to a point near Buffalo. The company 
also wants to expand about 25 per cent 
more by extending this service to eastern 
New York and to New England. It is 
also building a stripping plant in Ken- 
tucky to recover liquid hydrocarbons 
from gas, to be sold to Mathieson Chem- 
ical Corp., which company will be jointly 
owned by Mathieson and by stockholders 
of TGT. Earnings for 1950 are estimated 
by Kerr & Co. at $2 to $2.25. The stock 
is currently quoted around 30 to yield 4.7 
per cent, based on dividend of $1.40. 

A. G. Becker & Co. has prepared a 
brief report on Brooklyn Union Gas Com- 
pany. It points out that the stock is sell- 
ing at only about 10 times the current 
earnings of $4.39, and that earnings are 
expected to increase in the near future to 
$5. It also anticipates an increase in the 
present $2 dividend rate to $2.50-$3. The 
introduction of natural gas for mixing 
purposes in the fall of 1950 will improve 
the quality of the company’s earnings, 
since “the price stability of natural gas 
as compared with the volatility of the oil 
now being used should permit a correc- 
tion of wide fluctuations in income ex- 
perienced in the past.” 
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NUMBER of analyses have been issued 
of Toledo Edison in connection 
with sale of the common stock holdings 
by Cities Service Company, and the later 
“new money” equity financing. First 
Boston Corp. in a 5-page memorandum 
has given a brief description of the com- 
pany’s business and territory, property 
and construction program, capitalization, 
rates and regulation, earnings and divi- 
dends. Toledo is the fourth largest city 
in Ohio and the second largest port on 
the Great Lakes in tonnage handling. 
Well-known industrial companies located 
in the city are the two leading glass com- 
panies, Libby-Owens-Ford and Owens- 
Illinois ; motor and accessory companies 
include General Motors, Willys-Over- 
land, Spicer Electric Auto Light, and 
Champion Spark Plug ; and other impor- 
tant customers are Sun Oil, Toledo Scale, 
National Biscuit, etc. Toledo Edison’s 
revenues are 32 per cent residenital and 
rural, 18 per cent commercial, 42 per cent 
industrial, and 7 per cent wholesale and 
miscellaneous ; the proportion of indus- 
trial business, while above average for 
the industry, is lower than for Cincinnati 
Gas & Electric and Cleveland Electric 
Illuminating. Toledo Edison’s revenues 
have gained 106 per cent in the past dec- 
ade compared with 89 per cent for the 
industry. 

The company serves a large suburban 
and rural area with a population of 
over 200,000, compared with the 324,000 
served in Toledo. All properties are in- 
terconnected and 94 per cent of power 
requirements are generated, principally 
at one big station with 285,000-kilowatt 
capability (100,000 kilowatts of which 
were installed early in 1949, permitting 
important savings). Of the remaining 
construction program about $8,000,000 
will be spent this year and $13,000,000 
next year, including another large gen- 
erating unit. Most of the remaining cap- 
ital funds will be obtained through sale 
of $7,500,000 bonds in December and pos- 
sibly $2,300,000 equity financing in 1951. 
Capital ratios (reflecting current financ- 
ing) approximate 55 per cent debt, 18 per 
cent preferred stock, and 27 per cent 
common stock equity. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
6/14/50 Indicated 


Price 
About 


Natural Gas—Retail 


ANQOOOANANNAOANDOOANDOOOCOMNANDNDA 


Arkansas Natural Gas .... 11 
Atlanta Gas Light 


Columbia Gas System .... 14 
Consol. Gas Util. ......... 13 
Consol. Nat. Gas ........-- 47 
Equitable Gas ............ 23 
Houston Nat. Gas ........ 16 
Indiana Gas & Water ..... 24 


Kansas-Neb. Nat. Gas .... 16 


Laclede Gas Light ....... 7 
Bi GN TEED occscccedac 28 
Minneapolis Gas ......... 18 
OME 2 te-0sn dedadind 44 
Mobile Gas Service ...... 27 
Montana-Dakota Util. .... 12 
National Fuel Gas ....... 14 
National Gas & Oil ....... 6 
Okla. Natural Gas ....... 32 
Pacific Lighting .......... 53 
Pacific Pub. Service ...... 16 
Peoples Gas L. & C. ...... 126 
Rio Grande Valley ....... 2 


OES SRE 34 


Southern Union Gas ...... 20 
Southwest Nat. Gas ...... 10 
De Me An Atsindhae cone 18 
Washington Gas Light .... 27 
POE 004 8 eis ce bd 00 


Natural Gas—Wholesale and or. 


S American Natural Gas .... 
S_ El Paso Nat. Gas ......... 28 
O Interstate Nat. Gas ....... 33 
O Mississippi Riv. Fuel ..... 35 
O Missouri-Kansas P. L. .... 44 
O Mountain Fuel Supply .... 24 
S Northern Nat. Gas ....... 35 
S Panhandle East. P. L. .... 44 
O Republic Natural Gas ..... 49 
S Southern Nat. Gas ....... 38 
O Southern Production ..... 12 
O Southwest Gas Prod. ..... 15 
O Tenn. Gas Trans, ........ 30 
O Texas Gas Trans. ........ 18 
O Texas East. Trans. ....... 20 
per eee 
Manufactured Gas—Retail 
C Bridgeport Gas ...ccccces 24 
O Brockton Gas Lt. ........ 19 
S_ Brooklyn Union Gas ...... 43 
O Hartford Gas .........<. 38 
O Haverhill Gas Lt. ........ 28 
O Jacksonville Gas .......... 32 
C Kings County Ltg. ....... 9 
O New Haven Gas Light .... 28 
O Providence Gas .......... 10 
Gh SGM cicns cpg. dislweid wa 12 
S United Gas Improvement .. 27 
er eer ee 
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Dividend Approx. 
Rate teld 
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2 
3 
1 
6 
1 
( 
i 5.6 
1 5.6 
5.2% 
$1.20 38% 
120 43 
250 76 
200 57 
160 36 
6 8625 
195 56 
200 45 
100 20 
200 53 
1.40(b) 47 
64%Stk. — 
45% 
$1.40 5.8% 
100 53 
200 47 
200 53 
180 67 
140 44 
- a 
160 57 
0 60 
05.0 
130 48 
5.3% 


£ 


Price. 

——Share Earnings—— Earn 

12 Mos. Cur. Prev. Q%In- ings 

Ended Period Period crease Ratio 
Dec. $1.26 $1.44 D6 8.7 
Mar. 1.97 1.55 27 122 
(Mar. 95 .91* 4 147 
Jan. iS: i777 DS 8.5 
Mar. 4.10 3.46 18 115 
Mar. 1.91 — — 120 
July 145 1.42 2 ae 
Apr. 2.01 1.53 31 11.9 
Dec. 163 1.55 5 98 
Mar. 94 91 3 74 
Apr. 182 2.03 D10 154 
-Mar. 1.41 66 114 128 
Dec. 2.05 2.04 — 215 
Mar. 2.66 2.44 9 102 
Mar. 133 i397? DS 9.0 
(Mar. 1.01 74 36 =—:13.9 
Dec. 58 140 D59 103 
Apr. 2.99 3.39 D112 107 
Mar. 3.29 446 D26 16.1 
Dec. 2.08 3.21 D50 7.7 
Mar. 10.88 8.35 30. =—-:11.6 
Dec. 19 .20 — 105 
Dec. 273 3.36 D19 125 
Dec. 1.34 1.16 16 149 
Mar. Al 32 28 244 
Mar. 141 1.58 Dll 128 
Apr 3.05 1.30 135 8.9 
12.3 
Mar. $2.10 $1.62 30. «15.2 
Apr 1.73 2.36 D27 162 
Dec. 2.50 2.03 ae ie 
Mar 2.48 1.97 26 «614.1 
Dec. 4.24 132 221 104 
Dec. 91 91 — 264 
Mar. 2.76 2.63 § Ez 
Mar. 2.62 2.34 12 168 
June 3.03 2.72 ll 162 
Mar 3.46 2.97 16 ©6110 
Mar 40 38 1 300 
Dec. 51 46 10 29.4 
Mar. 1.72 1.43 29 174 
Mar 74 72 3 243 
Mar. 1.67 1.24 35 120 
17.7 
Dec. $1.88 $1.60 18 128 
Dec. 1.48 43 244 128 
(Mar. 4.39 — — 9.8 
Dec. 2.67 1.85 44 142 
Apr. 2.04 1.78 1%. a7 
Dec. 477 612 D22 6.7 
Dec 64 — — 141 
Dec. 1.76 1.77 — 159 
Dec. 73 64 14 13.7 
Dec 1.49 70 113 8.1 
Dec 2.02 1.69 20 134 
12.3 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


6/14/50 Indicated 


rice Dividend Approx. 
bout R id 


Telephone Companies 


Bell System 
S Anster. Td. & Tei. ........ 162 
O Cinn, & Sub. Bell Tel. .... 70 
C Mountain Sts. T.& T..... 104 
C New England Tel. ........ 101 
Re.” } Fea 111 
O So. New Eng. Tel. ....... 34 

Par ee 

Independents 
S General Telephone ....... 30 
C Penletdlear Tel <<... ...00 44 
O Rochester TE scccccccscs 13 
Transit Companies 
QO Chicago S. S. & S. B. .... 9 
fe % | SS are 5 
O Dallas Ry. & Term. ...... 10 
O Duluth Sup. Trans. ....... 9 
O Los Angeles Transit ...... 5 
S Natl. City Lames .....cceses 9 
Cm. OR OS eee 5 
O Rochester Transit ........ 3 
O St. Louis Pub. Ser. A .... 5 
O Syracuse Transit ........ 17 
oe S&S 2 

Pcs Acicsadsne 
Water Companies 

Holding Companies 
S Amer. Water Works ...... 11 
O N. Y. Water Service ...... 121 

Operating Companies 
O Bridgeport Hydraulic ..... 32 
O Calif. Water Serv. ....... 31 
O Elizabethtown Water ...... 105 
S Hackensack Water ....... 34 
O Indianapolis Water ....... 18 
O Jamaica Water Supply .... 23 
O Middlesex Water ........ 56 
O New Haven Water ....... 61 
O Ohio Water Serv. ........ 21 
O Phila. & Sub. Water ...... 25 
O Plainfield Union Wt. ...... 71 
O San Jose Water .......... 33 
O Scranton-Spring Brook ... 14 
O Southern Cal. Water ..... 47 
O Stamford Water ......... 56 
O West Va. Water Serv. .... 18 
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12 Mos. 
Ended 


Mar. 
Dec. 
Mar. 
Mar. 
Feb. 
Dec. 


Mar. 


Mar. 


Dec. 


Apr. 
Dec. 
Dec. 


Mar. 


—Share Earnings— 
Cur. 
Period Period crease 
$9.65* 
48 
6.48 
9.04 


$ .82 


8.22 


$1.62* $1.65* 


2.42 
6.89 
3.35 


nfo 


A 


Py who - wt 
anis S28 


Price- 

Earn- 
Yo In- ings 
Ratio 


4% 168 
28 146 
4 160 
112 11.2 
12 15.4 
7 166 
15.1 


D21% 14.6 
8 78 


41 115 
D35% 9.9 
DS1. 6.5 
D39 7.2 
Ds 0 — 
7 54 
2 «4.1 
232 «49 
D31 104 
tn 
246 «4.5 
6.6 

D7% 13.4 
38 147 
D2% 19.8 
7 128 
D6 15.2 
20 101 
D6 13.5 
72 13.1 
D2 115 
D4 177 
D26 127 
ll 83 
1 139 
4 119 
D2 165 
D1 115 
6 238 

2 128 
14.1 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town exchange. 


S—New York Stock Exchange. *Based on average number of shares outstanding. #In order 
to facilitate comparisons, earnings are calculate 
(a) Stock dividend of 50 per cent payable July Ist, and cash of 10 cents payable same date 
(on new stock) 25 cents paid in 1949, (b) Plus 35 per cent stock in 1949, 


on present number of shares outstanding. 
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gt speakers’ program of the eight- 
eenth annual convention of the Edi- 


son Electric Institute, held recently in 
Atlantic City, included addresses by lead- 
ers in the educational field and allied in- 
dustries as well as by utility executives. 

Curtis E. Calder, chairman of the 
board, Electric Bond and Share Com- 
pany, Ebasco Services Incorporated, told 
delegates to the convention that America 
will still be free in the future, although 
“an America differing from the one we 
used to know,” and the nation “will run 
on electricity.” 

Calder suggested that “new ideas, new 
wants, new aspirations, and new stand- 
ards” are bringing “inevitable changes” 
in America. The speaker dealt with the 
threat of Socialism and reminded his lis- 
teners that in other “crises and periods 
of crucial decision, our people have chosen 
and chosen well. Each time our freedom 
has been preserved and our country has 
been strengthened.” 

The utility executive stated that elec- 
tricity will have an increasingly vital 
réle in the America of the future, and 
the electric utility of tomorrow must ad- 
just itself to meet the great changes that 
have taken place, and build for those that 
are in prospect. He added that our eco- 
nomic structure will not long tolerate a 
misfit. 

Calder recalled that the “still youth- 
ful” electric industry has accomplished 
“one of the miracles of America,” since 
its beginning about seventy years ago. 
The electric companies “have more than 
doubled their generation of electricity 
every decade,” except during the depres- 
sion, which took fourteen years. 

“Right now this nation is using more 
than 300 billion kilowatt hours of elec- 
tricity a year,” the utility man said, “al- 
most as much as the rest of the world put 
JULY 6, 1950 
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together.” There is an “undeveloped mar- 
ket twice as large as present sales to 
ultimate consumers in America,” he as- 
serted. 


¥ ¢- electric company that will sup- 
ply the power for electrical living in 
the future will be much larger than it is 
today, Calder said. “The business will re- 
main local and will tend more and more to 
identify itself with local interests. Its di- 
rectors will be local people; it will sell 
stock and borrow money locally to an 
increasing extent.” With most compa- 
nies still extending their service lines, 
“the utility of tomorrow will serve some- 
what larger areas than it does now.” 

Calder pointed out that executive or- 
ganizations will be more extensive and 
stronger in itemizing specific characteris- 
tics of tomorrow’s electric company, and 
“employee relations should be even bet- 
ter than they are now.” “System plan- 
ning,” to include every economic and 
physical phase of property and opera- 
tions, will be followed by most companies 
to achieve “tighter operation and greater 
economies.” 

On the subject of rates, the speaker 
noted that the industry can continue its 
good record in the future, if inflation does 
not move ahead too rapidly. “Electricity 
will become a still better bargain than it 
is today.” In addition, he anticipated im- 
portant technical advances in distribu- 
tion, transmission, and generating sta- 
tions, and commented that “the practical 
large-scale use of atomic energy in power 
production probably still lies a good many 
years ahead.” 

Calder concluded that the future of 
the electric industry is largely contingent 
on bringing to an end “the ruinous con- 
flict between the Federal government and 
the electric companies on a sound Ameri- 
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can basis.” In saving the industry from 
the “threats which endanger its future,” 
he declared, “we will be doing our part 
to turn aside the wave of Socialism and 
like ‘isms’ sweeping the world.” 


eo J. CorpINER, executive vice 
president of the General Electric 
Company, told his convention audience 
that although industry is in “an age of 









specialization,” made necessary by the 
“accumulating mass of modern tech- 
nology,” there is an urgent need for 
“plenty of men with broad perspective, 
men who will not be frightened at the 
scope of the over-all job.” 

Cordiner emphasized that we cannot 
get along without the specialist “unless 
we want to go back to the simple days of 
the horse and buggy when there could 
be such a thing as a Jack-of-all-trades.” 
He added: 


But we cannot govern industry to- 
day with nothing but a group of spe- 
cialists at the top unless we are pre- 
pared to call a committee meeting 
every time there is a management de- 
cision to be made. 


The General Electric executive de- 
clared that it is literally true of many of 
today’s managers that they know how to 
run their businesses because they made 
them what they are today. With the pres- 
ent tendency to stress specialization, 
“after a splendid job of recruiting and 
early indoctrination,” industry assigns 
its promising talent to a department and 
leaves them there for perhaps ten years, 
concerned with the day-to-day problems 
of their specialized assignments. As a re- 
sult, Cordiner stated, “We find ourselves 
saying ‘We’d like to promote a man from 
within the ranks, but none of them have 
the proper qualifications.’ ” 


Te speaker stated that the need to 
fill more and more managerial posts 
is a continuing problem with all business. 
He said that there are two ways in which 
a man who would otherwise gain only 
specialized experience can be given the 
opportunity to acquire the broader back- 
ground required of a manager. One 
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method is regular rotation on jobs in dif- 
ferent phases of the operation. But he 
warned that “along with the rotational 
training, the candidate must acquire the 
ability to delegate authority.” 

The second method is “creation of ad- 
ditional assistant managerial jobs.” He 
pointed out that a man in an “assistant 
to” position should be made to realize 
that his job is an over-all one. He stated: 


He must know how to select people 
and organize their efforts by defining 
responsibility, authority, and account- 
ability; he must be understanding of 
human problems; and, above all, he 
must be sensitive to social, economic, 
and political trends. 


Cordiner also said that there is a defi- 
nite place for “off-the-job” training in 
executive development, citing university 
courses in advanced management as pro- 
viding a “broader perspective” and “the 
latest concepts of dealing with people”— 
two attributes “which will be increasingly 
needed by the executive talent of tomor- 
row.” Mr. Cordiner commented: 


We have all seen the shifting em- 
phasis of recent years, commanding 
more and more of the executives’ time 
for employee relations, and for com- 
munity and public relations. Perhaps 
tomorrow the greatest emphasis will 
be upon a new skill. We might call it 
“congressional committee relations.” 


He went on to say that unless the in- 
dustry brings forth the skills needed to 
make itself understood by the public, by 
employees, by communities, and by con- 
gressional committees, it must be pre- 
pared to yield the floor to “those who ex- 
press themselves more readily, if less ac- 
curately.” 


AMES E, McCarty, dean of Notre 
Dame’s College of Commerce, called 
for a new offensive against the forces of 
Statism. He urged American business 
leaders to assume their economic and 
political responsibilities to turn back the 
tide of government intervention in the 
field of business. 
He charged that “the reds, the pinks, 
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the fellow travelers, and the out-and-out 
Communists” have enjoyed a monopoly 
on propaganda, and went on to say that 
“American business, the custodian of the 
American system of free enterprise, has 
not been sufficiently vocal, it has not been 
sufficiently aggressive, it has not made 
the fullest use of the resources at its com- 
mand.” Dean McCarthy said: 


Business has made the tactical error 
of being against totalitarianism first 


JULY 6, 1950 48 


and for private enterprise second. It 
has permitted itself to be jockeyed into 
a position where it is definitely on the 
defensive. 


The speaker then advised manage- 
ment’s active participation in politics as 
an important role in the offensive against 
Statism. He added: 


If we accept the premise that gov- 
ernment has stepped out of its proper 
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role as arbiter and has usurped the 
improper r6le of master, then not only 
business, but each and every one of 
the beneficiaries of the American tradi- 
tion of government must combat this 
heresy openly, actively, and intelligent- 


ly. 


The educator pointed out that it is not 
enough for management to take the pure- 
ly negative attitude that the free enter- 
prise system is not inherently evil. He 
stated that American business leaders 
must vigorously propagate the thesis that 
the American system is inherently good. 


[yer McCarthy stated that the job 
of the American business leader is 
to reéstablish public confidence in the 
integrity, capacity, and ability of Ameri- 
can private enterprise. “He must dispel 
the fog of suspicion in which he has been 
forced to operate for the past fifteen or 
twenty years.” 
The speaker declared: 


We can defeat the highly organized, 
highly financed economic illiteracy in 
our country when we, as good propa- 
gandists, begin making definite and 
positive declarations of business policy 
which the American people will under- 
stand. And despite the misunderstand- 
ings and grievances that seem to char- 
acterize our economy, American busi- 
ness still possesses the leadership and 
talents and standards and conscience 
and imagination to restore it to the 
position it has traditionally held. 


PROGRAM providing for the “free 
two-way flow” of information be- 
tween an electric company’s top execu- 
tives and all other employees was out- 
lined by W. E. Wood, executive vice 
president of Virginia Electric & Power 
Company. 
Wood said: 


There can be no doubt that our em- 
ployees generally are eagerly espousing 
the cause of free enterprise; are ac- 
tively engaged in doing what they can 
to oppose socialization of our industry ; 
are rendering a more courteous service 


to the public; are “pulling” for the 
company and are rapidly becoming 
happier and more contented. We know 
no way to measure the improvement 
in operating efficiency which is 
achieved, but it must be considerable. 


HE information program was set in 

operation in October, 1949, for Vir- 
ginia Electric’s 4,000 nonsupervisory em- 
ployees. As it now functions the program 
is administered by chief management ex- 
ecutives and consists of monthly meet- 
ings for some forty top officers and man- 
agers ; bimonthly meetings for some 450 
management employees, divided into 
groups of twenty ; and regular bimonthly 
meetings for the nonsupervisory em- 
ployees in similar groups. 

The executive explained that the “non- 
supervisory groups meet in the months 
following the months in which the super- 
visory group meetings are held,” with 
qualified supervisors to conduct them. 
All meetings, at whatever level, are di- 
vided roughly into three periods: “Cur- 
rent Events,” in which company prob- 
lems are discussed ; “Outlines,” concern- 
ing the philosophy on which the com- 
pany’s policy is based; and, finally, a 
question, answer, and suggestion period. 

Wood commented that an initial atti- 
tude of “how can I get more and do less ?” 

changed quickly. Great interest developed 
early in the matter of public ownership, 
with the result that employees are now 
out in the field talking for free enterprise. 

The speaker stated that the executives 
who actively direct the program embark 
on a “pilgrimage” each spring to each of 
the company’s eleven districts for gen- 
eral employee meetings. He added: 


I cannot overemphasize the impor- 
tance of top executives meeting at least 
once a year face to face with all em- 
ployees for a frank discussion of what- 
ever is on their minds.” 


Wood indicated that union reaction to 
the program has been cordial, and that 
the company’s latest but “by no means 
easy negotiations” were conducted with 
“a marked absence of unfriendliness and 
bad humor.” 
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“I UNDERSTAND MULLIGAN IS QUITTING TODAY!” 


RED A. ComPTON, vice president, De- 
troit Edison Company, in an address 
entitled “The Effect of Merchandising 
Programs on the Load Curve,” declared 
that the electric range and the television 
set have become two of the most impor- 
tant residential load-building appliances 
for the electric light and power industry. 
Compton said that a survey conducted 
by Detroit Edison Company revealed that 
home owners of electric ranges led all 
others in the use of electric household 
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appliances. He noted that the importance 
of the range load is given further em- 
phasis by the fact that revenue from 
range load can represent as much as 13 
per cent of a utility’s residential revenue. 

The speaker remarked that television, 
too, occupies an important position on 
the load curve. Its value lies principally 
in its tendency to level off the valleys that 
appear on the load curve on either side of 


the 6 pm peak. 


Compton went on to urge utilities to 


























develop residential load-balancing pro- 
grams through the intelligent promotion 
of home electric appliances. 


ERBERT W. VOORHEES, president of 
the New Jersey Farm Bureau and 
director of the American Farm Bureau 
Federation of Trenton, New Jersey, 
asked electric utility “support in obtain- 
ing a farm program that is consistent 
with a dynamic, free choice economy,” 
and criticized the government’s Brannan 
Farm Plan as an “obvious fallacy.” 

Voorhees praised the electric industry 
for its major réle “in bringing the Ameri- 
can farmer his present higher standard 
of living.” 

He stated that the industry has every 
right to be proud as one that is most 
highly productive. He pointed to the 
Farm Electrification Council of New 
Jersey which, with the codperation of the 
state’s Department of Agriculture and 
electric companies, has increased electric 
service from 44.2 per cent to 97.9 per 
cent of the farms in the state, over the 
past twenty-five years. 

On the subject of the Brannan Plan, 
Mr. Voorhees declared that the farmer, 
not the government, should decide pro- 
duction and marketing questions. 

He attacked the basic goal of the plan, 
that of setting up what he termed an 
“income standard.” He contended that 
greater government control wovid result. 
Although farmers are told that the U. S. 
Treasury would pay the difference be- 
tween the market price and the income 
standard, he declared that the “consumer 
pays the entire cost, together with admin- 
istration expenses.” 

Voorhees pointed to the outlook of the 
New Jersey Farm Bureau organization, 
emphasizing that it was vastly different 
from the government view of farm pro- 
duction. He stated that the bureau con- 
siders farm price support programs as 
“insurance” against down trends in 
prices, not as a method of government 
guaranties of profitable prices. 

Mr. Voorhees admitted that the Farm 
Bureau view was conservative on some 
points. He maintained, however, that 
America is at a point in its development 
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—after “two destructive wars”—where 
a “discriminating conservatism is of the 
utmost value.” 


ENT LEAVITT, past president of the 
National Association of Soil Con- 
servation Districts, called for vigorous 
support by private electric companies of 
the water resources development program 
of the soil conservation districts. 
Because of the intimate relationship 
between the proper use and development 
of water resources and soil conservation, 
Leavitt urged the private power compa- 
nies of the nation to recognize their stake 
in the sound development and use of the 
nation’s soil and water resources. He 
added : 


America’s water policy has been 
neither logical nor unified. We have 
attempted to control our rivers from 
the bottom up by means of great struc- 
tures, rather than from the top down 
with more simple proper land-use prac- 
tices. Great dams have been built at 
fantastic expense with little thought 
given to the control of the watershed 
and its silt-producing ability. Many 
great dams have incorporated in them 
expensive silt-retaining areas, yet this 
silt might never have reached the dam 
area if a portion of the money had been 
spent on watershed protection. 


Leavitt declared that the most effec- 
tive instruments for fulfilling an intelli- 
gent land and water resources develop- 
ment program are the more than 2,200 
soil conservation districts, whose bound- 
aries include more than three-fourths 
of the agricultural and ranch lands of 
the country. Each district is an organiza- 
tion composed of private citizens who co- 
Ordinate the efforts of every agency— 
Federal, state, or private—which has an 
interest in proper land use. He stated 
that these districts would welcome the 
support and assistance of the private elec- 
tric companies of the nation in fulfilling 
their program. The speaker remarked: 


We must, as a nation, change our 
thinking about the ownership of land 
from one of ownership in fee simple 
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to one of trusteeship. We must develop 
and improve through research work 
the science of Proper Land Use, and 
then we must get this science applied 
to every acre in America without 
changing our form of government. 


qe W. Evans, vice president and gen- 
e eral manager of the Kansas Gas & 
Electric Company, in developing his 
theme “The Selling Job Ahead,” told the 
convention that any broad program of 
growth within the electric utility industry 
cannot be effective until “top manage- 
ment” becomes “vitally and actively” in- 
terested in the work of the sales depart- 
ment. 

Evans added that this sales-mindedness 
of management must also seep down to 
all employees, in all departments. He said 
they must realize that the sales depart- 
ment is “not a necessary evil but is really 
worth while.” 

Selling was generally overlooked in 
the rush of postwar plant expansion and 
the raising of equity capital to finance it, 
Mr. Evans observed. The continuing in- 
crease in power loads, he stated, had led 
some utility industry people to a “fal- 
lacious belief” in the theory of “gravity 
sales” due to a natural multiplication in 
demand. 

The speaker declared that the aims of 
the sales departments must include the 
retention of all present business, the 
building of new business, encouragement 
of full use of electricity, and development 
of the rural market as well as school and 
municipal lighting. He added that indus- 
trial development, such as helping firms 
use electricity more efficiently, is also a 
vital necessity. 

Evans emphasized that the “full use” 
customer is the friendly customer, and 
urged that the most important thing a 
sales department can do is to “create good 
will and a friendly understanding spirit 
among our customers.” 


ALTER GEIST, president of the Allis- 
Chalmers Manufacturing Com- 


pany, declared that American business 
has proved to be the greatest salesman 
in the world of products and services, and 
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the “lousiest” salesman of abstract ideas. 

He accused business of rapid physical 
growth, but retarded development of em- 
ployee and community relations. Mr. 
Geist then offered his solution : 


Right now, I’d like all business to 
join with me in a pledge to develop a 
greater awareness of humanitarian 
problems. A pledge to aid in reaching 
a solution to these problems. And, 
finally, a pledge to let the American 
people know what industry is doing 
about these humanitarian problems. 


Geist emphasized that American busi- 
ness life, in order to succeed, must be 
merchandised. He added that its goals 
and ideals must be presented to a public 
in understanding terms, in the same way 
that products and services have been 
merchandised through the years. 

The industrialist accused business of 
spending millions researching customer 
wants, while neglecting its most impor- 
tant customers—“our own employees.” 
He remarked that business must know 
its employees as well as it knows its prod- 
ucts if the “trend toward Socialism” is 
to be halted. He contended that industry 
attention to humanitarian problems 
should be the “front line” of its attack 
against Socialism. 

Although some companies already 
have embarked on humanitarian rela- 
tions, Geist stated that “even these com- 
panies have been hiding their light under 
a bushel basket,” and he called for a 
greater outlay of time, effort, and money 
to advance the pledge to humanitarianism. 
He added: 


Your efforts in this field will result 
in many rewards. You will find an en- 
lightened employer-employee relation- 
ship. You will bring about a better 
community reputation for the com- 
pany. You will strengthen your stock- 
holder relationships. Most important, 
you will strengthen our own free enter- 
prise economy. 


EORGE H. Love, president of the 
Pittsburgh Consolidation Coal 
Company, told the 3,000 utility industry 




















executives at the closing session of their 
3-day convention at Atlantic City that 
he was particularly concerned over the 
foreign oil that is “flooding some of our 
natural coal markets at dumped prices.” 
He said the present monthly rate of im- 
ports (about 27,000,000 barrels, accord- 
ing to a coal industry representative) is 
about 70 per cent greater than it was in 
1946 and about 50 per cent greater than 
a year ago. 

“Some 25,000 miners lose a day’s work 
every day oil pours in at the present rate,” 
he declared. “If a utility substitutes im- 
ported fuel oil for 3,000,000 tons of an- 
nual coal consumption, 2,000 miners and 
at least 1,600 railroad workers are put 
out of work. 

“Ts it good to do all this so that some 
sheik in the Near East or a South Ameri- 
can government may collect a few mil- 
lion dollars more in royalties ?” he asked. 

He reminded his audience in Conven- 
tion Hall that the utilities, which spend 
$600,000,000 a year for coal, would have 
to spend that amount in capital outlay to 
provide their own mining facilities. In this 
connection, Edison Electric Institute sta- 
tistics show that the power and light in- 
dustry used 84,000,000 tons of coal last 
year compared with 100,000,000 in 1948. 

Mr. Love said three major problems 
confront the coal companies. The first of 
these is labor. On this score, he remarked 
that the industry will prosper if it accom- 
plishes its goal of no strikes, and that a 
permanent organization in the coal indus- 
try is being set up now toward that end. 
He asked the utilities to help financially 
in this effort, but he did not explain what 
part the power companies would play. 
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|B coos the second problem, com- 
petition with other fuels, he said 
that present production is about 500,- 
000,000 tons a year, compared with a 
peak of 630,000,000 three years ago. 
Then he struck the only bright note in 
his speech by saying that if competition is 
restricted to domestic fuels the coal mar- 
ket would expand. He envisioned a de- 
mand for 650,000,000 tons a year by 
1965. In arriving at the latter figure he 
also saw a 30 per cent increase in the use 
of oil and a 60 per cent rise in the rate of 
natural gas consumption within the next 
fifteen years. 

On the income side of the picture, Mr. 
Love said, earnings of the coal industry 
permitted prices for the fuel to be reduced 
about 10 per cent in the last year and a 
half “in spite of the recent increase in 
costs resulting from the last contract with 
the miners’ union.” 

On the matter of competition within 
the industry, the third problem, the coal 
official said there is a current market for 
about 450,000,000 tons of bituminous 
coal a year, but because of the seasonal 
nature of the business there should be 
a capacity of at least 500,000,000 tons. 

The fast-spreading web of natural gas 
transmission lines throughout the na- 
tion, plus the rapid dieselization program 
of the railroads, point to a drab future 
for the coal industry, but Mr. Love saw 
a way for the coal and utility industries 
to work out mutually beneficial contracts. 
“For a year or two you may have to pay 
a little more for coal, but in the end you 
will get this back many times over if we 
are successful in keeping this industry 
out of government hands,” he said. 





me it is as a general rule preferable to have a 
government than not to have a government. The ex- 
perience of France merely shows that people can go on for a 
while without one. If they can do so for two weeks, they prob- 
ably could survive for four weeks or four months. 

“We think the paternalists in Washington, who appear to be- 
lieve that no American is capable of so much as brushing his 
teeth without the assistance of the Federal government, should 


contemplate this anomaly.” 
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—EpITorRIAL STATEMENT, 
The Wall Street Journal. 
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The March of 
Events 


In General 


Scoffs at Silt Threat to 
Hoover Dam 


ECRETARY of the Interior Oscar L. 
Chapman, in a special report re- 
leased last month, declared that “new 
and dramatic scientific research” shows 
that the Hoover dam has a useful life 
expectancy of at least 275 more years. 
Scoffing at “prophets of doom” who 
maintain that Lake Mead behind Hoover 
dam would be filled with silt and rocks 
within fifty to seventy-five years, Chap- 
man declared that combined Geological 
Survey-Navy Department tests belie 
these predictions, 

Chapman said the Colorado river car- 
ries thousands of tons of mud into Lake 
Mead daily, but that the annual total 
of 105,000 acre-feet of silt is gradually 
being lowered by soil conservation and 
construction of new dams above the 
lake on the Colorado and Green rivers. 

Giving Lake Mead’s storage capacity 
as 31,142,000 acre-feet, Chapman said 
that at the present rate “it would take 
until the year 2380” for the lake to fill 
up with silt. He added that conservation 
methods and upstream dams will cut the 
flow of silt drastically within the next 
few years. 

The Interior Secretary also said a 
crew of Geological Survey scientists 
and Navy experts were able to determine 


the exact amount of silt and rocks 
brought into the lake by the Colorado 
river, adding that techniques developed 
in wartime to locate submarines and 
sunken ships aided in arriving at the 
determination. 


Junked Warships’ Engines 
Become Power Plants 


ORLD War II UV. S. naval vessels 
that are slated for the blow torch 
and junk pile will not go entirely into 
the scrap steel crucibles of Pittsburgh— 
their engines will live on in many parts 
of the world, producing electric power. 
Recently, the Diesel engines of an out- 
dated destroyer escort went into emer- 
gency service in the polio ward of the 
County Hospital at Long Beach, Cali- 
fornia. If other power fails, the Diesel, 
rebuilt and with new generator, will 
automatically cut in to keep iron lungs 
functioning. 

At Anchorage, Alaska, the engine of 
a former LST is providing light and 
power for the city. In desert areas other 
naval engines pump water, while in far- 
off Saudi-Arabia they are hoisting oil 
over mountains. 

Old soldiers never die, according to 
legend; now we see fighting craft, at 
least their hearts, serving man after 
their hulls have surrendered. 


Connecticut 


Bus Company Gets Fare Boost 
Approval 
HE New England Transportation 
Company has been granted permis- 
JULY 6, 1950 


sion by the state public utilities commis- 
sion to increase all its bus fares in 
Connecticut 10 per cent, the new rates to 
be effective about July 10th. 

The company testified that in 1949 it 
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operated in Connecticut, Massachusetts, 
and Rhode Island at a profit of $149,375, 
but that the first quarter of 1950 showed 
a $54,882 loss for the system and 
$24,815 in Connecticut. The loss was 


attributed to decline in passenger traffic 
and increased operating expenses. The 
commission found that the increases re- 
quested are uniform with those now in 
force between interstate points served. 


Georgia 


Antistrike Law Coming 


| gece omg of a public utility anti- 
strike law is certain to be proposed 
during the 1951 session of the Georgia 
legislature. This has been indicated by 
Governor Herman Talmadge, a candi- 
date for reélection. 

It is believed the proposed law will be 
patterned after laws already in effect in 
a number of other states which ban pub- 
lic utility strikes and provide for arbitra- 
tion of such disputes where mediation 
and conciliation fail. 


A transit strike in Atlanta gave rise 
to discussion of such legislation, which 
seems to have the support of a large seg- 
ment of the public and leading news- 
papers of the Empire state of the South. 

Jesse L. Walton, head of the AFL 
transit union in Atlanta and also a mem- 
ber of the Georgia House of Representa- 
tives, has said that he could go along 
with “some law that wasn’t unbalanced, 
so long as the law never takes the 
economic rights away from the working 
class.” 


* 
Idaho 


Canadian Gas for Idaho 


RANS-NorTHWEST Gas, INc., of 

Seattle, Washington, has filed appli- 
cation with the Idaho Public Utilities 
Commission for a permit to bring a gas 
line into the Gem state. 

The application said the company 
seeks a certificate of convenience and 
necessity “for the purpose of building 
trunk and lateral pipelines for trans- 
portation of natural gas from the 
Dominion of Canada into, throughout, 
and across Idaho.” 


Officers of the company stated that 
as yet no route for the line had been 
definitely established, but that extensive 
engineering studies are now under way 
to determine the most economical routes 
as well as the markets to be served. 

Several companies are now bidding 
for Canadian gas that will be exported 
to the United States by running pipe- 
lines from the fields near Calgary via 
an all-Canadian route to Vancouver, 
British Columbia, thence south to the 
Seattle and Portland areas, 


Indiana 


Patron-newspaper Cooperation 
Helps Transit Firm 


M™= than half a hundred specific 
suggestions for better bus and 
trolley service to the trolley editor of the 
Indianapolis News are under considera- 
tion by traffic and service experts of the 
Indianapolis Railways. Inaugurated sev- 


eral weeks ago, the plan is that patrons 
of the transit lines write their suggestions 
to the trolley editor who, after eliminat- 
ing the purely “crank” communications, 
passes the remainder to the company for 
study and consideration, 

Indianapolis Railways President W. 
Marshall Dale said “the letters received 
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. . . represent a splendid cross section 
of what the patrons want and will help 
us materially in meeting our obligation.” 

Eight predominating rider suggestions 
now under consideration by the company 
are: establishment of skip stops; side 
and rear destination signs on all ve- 
hicles; inauguration of “Shoppers’ Spe- 
cials” ; institution of a weekly pass sys- 
tem; do not permit schoolchildren to 
use identification cards after 4 PM; 


require patrons to exit by the center door ; 
lower fares to attract more revenue ; and 
establish more cross-town lines. 

In addition to the letters addressed to 
the trolley editor, the company has re- 
ceived about 250 direct communications 
from patrons. These, Mr. Dale said, were 
mostly complaints about service or clear- 
cut suggestions for improvement, with 
a very small number from pranksters or 
persons with a grudge. 


Kentucky 


Aides for Public Urged 


HE board of directors of the Ken- 

tucky Municipal League has urged 
that the Kentucky Public Service Com- 
mission hire experts “to protect the in- 
terests of the public” in cases involving 
requests for utility rate increases. 

Meeting recently in Louisville, the 
board adopted a resolution declaring 
that the cities of Kentucky cannot afford 
to hire experts needed to see “that the 
public may be as well represented as the 
utilities.” It added that the PSC “is by 
statute charged with the duty of protect- 
ing the public from exorbitant charges 
by utilities holding monopolies in their 
respective fields.” 

An immediate statewide problem is 
presented “by the fact that the Southern 
Bell Telephone & Telegraph Company is 
presently seeking a fourth increase in 
four years,” the resolution asserted, 
asking that if the PSC has no funds to 
hire the necessary experts, the governor 
provide the money “from any contingent 


or emergency funds under his control.” 


Application for Gas Rate 
Increase Denied 


HE public service commission has 

denied an application of the Louis- 
ville Gas & Electric Company for higher 
rates for natural gas supplied to its cus- 
tomers since June Ist. 

The commission ruled that the com- 
pany had failed to show that higher 
rates were necessary to produce a fair 
return on its rate base. The company’s 
proposal to supply straight natural gas 
instead of mixed gas was approved by 
the commission on May 24th, but action 
had been postponed on the proposed rate 
increase. 

It was held by the commission that 
the company was unable to sustain its 
contention that the proposed new rates 
would not cause the customer to pay 
more for the amount of heat obtained 
from natural gas than had been paid for 
mixed gas, 


Maryland 


BTC Appeals Denial of 
Fare Increase 

HE Baltimore Transit Company has 

appealed its proposed fare increase 
to the Maryland Court of Appeals. This 
action followed a Baltimore City Circuit 
Court’s action in upholding a May 25th 
decision of the Maryland Public Service 
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Commission, denying the company’s fare 
increase application. 

The company seeks to increase bus- 
trolley fares from two tokens for 25 
cents to a straight 15 cents. 

In announcing the appeal, BTC 
President August B. Haneke said the 
board of directors noted with consider- 
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able concern the company’s continued 
deficit operation. 

The deficit for May, after allowing for 
debenture interest, amounted to $95,087 


New 


Wage Boost Brings Fare Hike 


) Yoon on city-owned busses in greater 
New York city were raised from 7 
to 10 cents on July Ist, and the 12-cent 
bus-subway fare was jumped to 15 cents, 
in order that the municipal transit sys- 


against net income of $20,331 for May 
of last year. For the five months there 
was a loss of $718,186 against net income 
of $2,008 in the same period of 1949. 


* 
York 


tem may offset a basic hourly wage in- 
crease from $1.44 to $1.55. 

The fare hike is expected to add 
$15,000,000 a year to city transit reve- 
nues, while it is estimated that the upped 
wages will cost $13,188,515 a year. 


e 
North Carolina 


New Duke Plant Goes into 
Service 
‘ke Duke Power Company has put 
into service its new 140,000- 
kilowatt steam plant on the Dan river, 
near Draper, North Carolina, about 40 
miles north of Winston-Salem. 


The Draper plant, costing $15,000,000, 
is the second of three stations Duke is 
building in a $100,000,000 5-year ex- 
pansion program. The first plant went 
into operation in 1948 near Selby, North 
Carolina, and the third is to be built near 
Pelzer, South Carolina. 


Pennsylvania 


PP&L Dedicates New Sunbury 
Station 


| gtr npn Power & Licut Com- 
PANY’s new Sunbury steam-electric 
station, the world’s largest anthracite- 
fired power plant, was dedicated June 
21st to “the service of our customers; 
to the greater progress of the common- 
wealth of Pennsylvania, and to the ma- 
terial welfare and security of the United 
States” in ceremonies conducted on the 
259-acre plant site at Shamokin dam, 
three miles below the city of Sunbury 
and on the west bank of the Susquehanna 
river. 

Nearly 350 guests, among them central 
eastern Pennsylvania business and civic 
leaders and officials of the utilities and 
associated industries, heard Harold E. 
Stassen, president of the University of 
Pennsylvania, and Charles E. Oakes, the 
PP&L chief executive, as speakers for 
the formal occasion. 


Mr. Oakes, after a brief review of the 
history of the Sunbury project, traced 
the utility’s rapid growth since its in- 
corporation in 1920. Comparing 1920 
with today, he said that, in the 30-year 
period, the population of the service area 
had grown from 700,000 to more than 
one and three-fourths million; the cus- 
tomers had increased from 78,000 to 
558,000; the employees from 1,400 to 
nearly 7,000; payrolls from a little over 
$2,000,000 to $24,600,000; revenues 
from about $7,500,000 to $70,000,000; 
and stockholders from 1,079 to nearly 
70,000. 

These impressive figures, Mr. Oakes 
continued, are a “glowing testimonial” 
to the enterprise of central eastern 
Pennsylvania people and their determina- 
tion to improve the living standards of 
their families and to enhance the ma- 
terial prosperity of their communities. 
The economic progress and the better- 
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ment of the living conditions of the peo- 
ple of the area are mirrored in the growth 
and record of achievement of the 
company, he added. 

The new plant, incorporating all of the 
latest features in modern steam-electric 
station design and practices, will operate 
primarily on anthracite, consuming 2,000 
tons daily in normal operation. Small 
quantities of bituminous will be injected 
when the anthracite is unusually wet to 
make it burn more readily. However, the 
plant is designed to operate entirely on 
bituminous if conditions should so de- 
mand, It is within easy access to both 
anthracite and bituminous fields. 

Although installed generating capacity 
is now 150,000 kilowatts, work is already 
under way on a 100,000-kilowatt addi- 
tion scheduled for completion in 1951. 
Foundations for the building and for the 
turbine-generator have been completed 
and the steel structure is nearing com- 
pletion. 

The company’s expenditures for con- 
struction and acquisition of new proper- 
ties for the postwar period have now 
reached $115,000,000. By the end of 
1952, PP&L’s postwar expansion pro- 
gram will have reached $165,000,000, of 
which the Sunbury plant will be the 
largest single item. At the same time, big 
expenditures are being made to reinforce 


and expand the company’s transmission 
and distributing facilities. 

Mr. Oakes said that this expansion has 
been made possible largely through the 
faith and codperation of thousands of 
individual investors, more than two- 
thirds of whom are Pennsylvania 
residents. 

High lights of the physical aspects of 
the Sunbury plant include nine miles of 
railroad trackage to handle fuel supplies ; 
432,000 cubic feet of air per minute, 
heated to 500 degrees by the stack dis- 
charge, is required to keep furnace fires 
going ; nearly two miles of rubber belting 
conveyors are required to handle 600 
tons of fuel per hour; 3,000,000 bricks, 
enough for 200 homes, were used in con- 
struction ; fireless locomotives, operating 
on stored steam from the plant, haul fuel 
and other supplies in the plant area ; the 
twin turbine generators cost $1,250,000 
each; over 135,000,000 gallons of water 
are required every twenty-four hours— 
about equal to the daily requirement of 
Washington, D. C, 

Broad, well-lighted highways offer 
easy access to working areas, and ade- 
quate parking space for employees’ and 
visitors’ cars is available in convenient 
lots. Landscaping is the final touch that 
turns this model plant into an attractive 
community neighbor. 


Wisconsin 


REA Co-6p Ordered to 
Hike Wages 


pcre largest rural electric 
cooperative, the Dairyland Power 
Coéperative, serving more than 65,000 
farmers, will have to give its employees 
wage increases. 

An arbitration board, set up under the 
state utility antistrike law, recently 
ordered the codperative to give 150 work- 
ers $12 monthly increases, plus $8.65 
premium payments to workers on rotat- 
ing 24-hour-a-day shifts. The workers 
are members of the (AFL) International 
Brotherhood of Electrical Workers. 

The pay raise ordered is retroactive 
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to January 1, 1950, but the co-op will 
have until August Ist to pay the em- 
ployees. Arbitration of the wage dispute 
started March 23rd, 

The co-op argued that it should have 
special treatment in the case on the 
grounds that it was serving farmers in 
rural areas where private utilities re- 
fused to expand. 

However, the arbitrators said “wages, 
like materials, are a cost of doing busi- 
ness, and Dairyland must pay the fair 
market cost.” 

The action marked the first time the 
Dairyland system as a whole has been 
forced to submit to arbitration to settle 
its labor troubles. 
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Progress of Regulation 


Industrial Purchasers of Natural Gas under Contract Do Not 
Profit from Order Directing Refund 


Sp United States Court of Appeals 
approved a plan for distribution of 
excess charges collected by an interstate 
supplier of natural gas from pipe-line 
companies. The plan had been worked 
out by one of the pipe-line companies in 
consultation with the Federal Power 
Commission and was in substantial com- 
pliance with the opinion of the Supreme 
Court, which reversed an earlier distri- 
bution order of the United States Court 
of Appeals. (Federal Power Commis- 
sion v. Interstate Nat. Gas Co. [1949] 
336 US 577, 79 PUR NS 45.) 

The plan proposed distribution to 
utilities for redistribution to their cus- 
tomers of all excess charges on sales by 
the pipeline to the utilities which were 
not already returned in lower rates. 

The principal objection to the plan 
came from industrial customers and 
from the Illinois commission. The plan 
provided that excess charges of almost a 
million dollars attributable to gas sold 
by the pipe-line company to these cus- 
tomers under private contract should be 
refunded to the pipeline and retained by 
it. 

The industrial consumers and the II- 
linois commission took the position that 
the pipe-line company could not in any 
event retain for itself any excess sums 
collected from it and that it was the duty 
of the court to order these sums dis- 
tributed to the ultimate consumers, 
private industrial and public utility 
alike. They contended that under the 


Supreme Court opinion such distribu- 
tion was mandatory. 

Their secondary position was that the 
Illinois commission had regulatory pow- 
ers over the pipeline not only as to rates 
to be charged utilities but industrial cus- 
tomers as well and that under its power 
it could and would award reparation to 
these customers. 

The court found no basis in the opin- 
ion of the Supreme Court for the con- 
tention that in no event could the money 
be distributed to the pipeline. On the 
contrary, the court continued, there was 
a presumption that these moneys were 
the property of the pipe-line company 
unless superior claims were shown. 

There is no basis, the court said, in 
contract or in equity for ordering the 
pipeline to refund to direct industrial 
customers any money collected from 
them. The court used these words in 
disposing of the contract argument: 


Valid when made, and remaining 
valid and binding throughout, unaf- 
fected by the Federal rate proceedings 
and the rate order made by a commis- 
sion, neither asserting nor having 
jurisdiction over prices paid or to be 
paid by them under the contract, they 
were the fruit of private and arm’s- 
length negotiations under the com- 
pelling pressures of other competing 

uels. 


The court also ruled that there was no 
ground for a finding that the pipeline 
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would be unjustly enriched at the ex- 
pense of the industrial consumers if it 
were permitted to retain the refunds on 
sales to them. The court reasoned: 


This is so because Mississippi (pipe- 
line) collected from them only what, 
dealing at arm’s length and in a mar- 
ket where prices are fixed by costs of 
competing fuels, they had voluntarily 
agreed to pay. It is so, too, because 
if this court, on the theory of unjust 
enrichment to Mississippi by returning 
to it its own money which it had paid 
out, were to order these moneys paid 
over to the industrial customers, it 
would then, on the same principle, 
have to order them in turn to pay them 
over to the contract consumers of their 
goods, and so on, ad infinitum. 


As to the argument of the Illinois 


e 


commission, the court replied that the 
commission as constituted up to Feb- 
ruary, 1950, had decided to refrain from 
any action in the matter because the di- 
rect sale contracts were “specially nego- 
tiated sales and not utility operations.” 
It was only since the personnel of the 
commission changed that the industrial 
purchasers received commission support. 
In these circumstances it could not be 
found that speedy state remedies were 
available or that the industrial purchas- 
ers under local law were entitled to 
refund. 

Finally, the court ruled that the utili- 
ties’ costs of making refunds to their 
customers should be borne by the inter- 
state supplier of gas and not by the Pipe 
line or the utility. /nterstate Nat. Gas 
Co., Inc. v. Federal Power Commission 
et al. (No. 10701). 


Regulated Monopoly in Passenger Carrier Field Favored 


HE Massachusetts Department of 

Public Utilities authorized the 
Metropolitan Transit Authority to carry 
passengers over a route served by an- 
other motor carrier so as to connect with 
its main system. This extension gave the 
people living in the area a direct connec- 
tion with the entire Transit Authority 
system for a single fare. Most travel on 
the existing motor carrier’s line orig- 
inated on the other system. Consequently, 
the people had been required to pay an 
extra fare. The new setup enabled the 
people to take advantage of a universal 
transfer system whereby the fare for one 
continuous ride would never exceed 15 
cents. 

It was stated that the policy of the de- 
partment, ever since the inception of 
regulation of transportation agencies, has 
been to prevent competition as between 
carriers so far as possible. The depart- 
ment held that public welfare is best 
served by a regulated monopoly in the 
field of passenger transportation as well 
as in the other fields of public utility op- 
erations. Evidence which required the 
department to find that it was in the pub- 
lic interest to extend the Transit Au- 
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thority’s service also required it to find 
that public convenience and necessity did 
not exist for the operation by the exist- 
ing carrier over the same route. Conse- 
quently, the department revoked its cer- 
tificate. 

Commissioner Whouley, in a dissent- 
ing opinion, stated that it did not seem 
just to expect the other patrons of the 
Metropolitan Transit Authority system 
to support this extension on the basis of 
a 15-cent fare when evidence proved con- 
clusively that the cost of service over this 
proposed extension could not possibly be 
met by that rate. Furthermore, he pointed 
out that the granting of the petition would 
have the effect of putting the existing 
company out of business in the area in- 
volved. While that of itself might not be 
the controlling consideration, he said, he 
did believe it to be an important one, es- 
pecially in view of the fact that the com- 
pany had served the area well for over a 
quarter of a century. 

Commissioner Whouley pointed out 
that many transportation services con- 
necting with the system of the Metro- 
politan Transit Authority have been built 
up over a period of years. From time to 











time the Transit Authority might wish 
to extend its system. 

He posed the question whether these 
companies should be wantonly put out 
of business without any compensation 
whenever the authority might wish to 
extend its system into the area served 
by them, without regard to whether or 
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not such extensions might prove to be 
profitably operated on the basis of the 
single fare presently charged by the au- 
thority. He concluded that the precedent 
which the majority decision established 
was unjust and unsound. Re Metropoli- 
tan Transit Authority (DPU 8470-A, 
DPU 8852). 


e 


Resulting Economies Basis for Sale of Electric Subsidiary 
To Another Electric Company 


HE Securities and Exchange Com- 
mission approved the proposed sale 
by General Public Utilities Corporation 
to Consolidated Edison Company of 
New York of all of the common stock of 
Staten Island Edison Corporation. Sub- 
stantial economies could result. Cen- 
tralized purchasing and accounting op- 
erations would obviate the need for a 
new office building planned by the com- 
pany being acquired. Any resulting re- 
duction in the number of employees would 
require no dismissals because displaced 
personnel could easily be absorbed by 
the turnover in Consolidated’s system. 
Combined operations would produce 
substantial savings on a system-wide 
basis. But this brought up the ques- 
tion, whether the acquisition would re- 
sult in a combination so large as to im- 
pair the advantages of localized man- 
agement, efficient operation, and the ef- 
fectiveness of regulation. Would it tend 
toward interlocking relations or concen- 


tration of control to an extent detri- 
mental to the public interest or the in- 
terest of investors or consumers? 

In view of the relatively small size of 
the company being acquired and the fact 
that all of its operations were within the 
city limits of New York, where the pur- 
chasing company also operated, the 
commission refused to make any ad- 
verse findings. It believed that the ac- 
quisition would serve the public interest 
by tending toward the economical and 
efficient development of an integrated 
public utility system. 

The purchase price was 13.2 times 
adjusted earnings for the past twelve 
months. On the basis of the current 
year’s estimated earnings the price was 
12.2 times such earnings. The indicated 
dividend would amount to a yield of 6.06 
per cent. The commission believed this 
price to be reasonable. Re General Pub- 
lic Utilities Corp. et al. (File Nos. 70- 
2295, 70-2331, Release No. 9782). 


e 


Stockholders Entitled to Dividends Declared after Court 
Approval of Holding Company Dissolution 


ip United States Court of Appeals 
affirmed a district court ruling that 
stockholders receiving stock of a sub- 
sidiary of a holding company in ex- 
change for stock of another subsidiary 
being dissolved pursuant to a holding 
company simplification plan were en- 
titled to dividends on the allocated stock 
declared during the interval between dis- 
trict court approval of the plan and its 
final effectuation. The plan provided, 


among other things, for the retirement 
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of the dissolving subsidiary’s publicly 
held common stock by distribution of .3 
of a share of common stock of another 
subsidiary in exchange. 

It was observed that a district court 
may not rewrite or modify a holding 
company simplification plan as approved 
by the Securities and Exchange Commis- 
sion, although it may make orders ap- 
propriate to carrying out the plan. It was 
claimed that the court, in allocating the 
dividends to the publicly held common 
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shares, modified the plan which the 
commission had approved. This argu- 
ment was rejected on the ground that the 
order of the district court was strictly 
within the framework of the simplifica- 
tion plan. 

The commission did not care who got 
the dividends. It took the position that 
the plan was fair and equitable either 
way and that the district court’s order 
was not a modification of the plan. The 
court of appeals held that the district 
judge was correct although the commis- 
sion had made no orders specifically re- 
ferring to the dividends. 

The court pointed out that the commis- 
sion, in approving the plan, apparently 
had considered the dividend prospects of 
the stock being received by the stock- 
holders of the subsidiary being dissolved 
as a factor that made the plan a fair one. 


It said that the shares were specificall 
allocated under the plan to the desdnlé- 
ers and they were entitled “to the fruit 
as well as the tree.” 

Judge Hastie, in a separate concur- 
ring opinion, agreed that the order of the 
district court should be affirmed but was 
unable to agree that judicial action 
awarding the dividends in controversy to 
the public common stockholders amount- 
ed to no more than interpretation and 
enforcement of the approved plan. Nor 
did he find it helpful to characterize that 
action as “within the framework of the 
plan.” Once the critical problem of 
judicial power is solved, he said, he had 
no doubt that the award of the dividends 
to the public common stockholders was 
equitable and should be approved. Re 
North American Light & Power Co. 
180 F2d 975. 


e 


Tariff Rates Lower Than Contract Rates Available to 
Contract Holder 


oo supreme court of California re- 
versed and remanded a commission 
order denying reparation to cement com- 
panies which had a rate contract with an 
electric company. The contract contained 
an escalator clause providing that when- 
ever the market price of fuel oil should 
exceed a certain amount, the charge for 
electricity should automatically increase 
proportionately. It also provided that if 
the power company “shall” at any time 
place in effect any lower or more ad- 
vantageous rates, the electric company 
should likewise make the same rate effec- 
tive for the contract holder. 

Because of a rise in fuel oil prices the 
electric rates under that fuel adjustment 
clause became higher than the rates un- 
der the company’s existing tariffs. The 
court held that the electric company 
should have made the lower tariff rate 
available to the cement companies despite 
the contract. 

The provision that if the power com- 
pany “shall” place in effect any lower or 
more advantageous rates, it should make 
those rates available to the contract hold- 
ers had been constructed by the commis- 
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sion to mean that the electric company 
would make available to the contract 
holders only such lower or more ad- 
vantageous rates as should in the future 
be placed in effect. The court observed 
that the general policy required the util- 
ity to afford to the consumer the lowest 
or most advantageous rate. It pointed 
out, however, that the purpose of the con- 
tract was to obtain a rate lower than the 
filed tariff. It deemed it unreasonable to 
assume that the contract holders agreed 
to pay any rate higher than such existing 
rate. 

The court believed that the purpose of 
the escalator clause was to protect the 
utility’s cost differential between the 
lower contract rate and available existing 
tariffs. It did not believe that the utility 
should be able to employ that clause to 
raise charges above existing schedules. 

Justice Traynor dissented on the 
ground that the rise in power prices 
under the escalator clause did not place 
in effect lower rates within the meaning 
of the contract. He was of the opinion 
that the contract permitted the consumer 
either to continue the contract in the hope 
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of a drop in fuel oil prices or to terminate 
the contract and accept the potential ad- 
vantages or disadvantages of the tariff 
rates. To order reparations to the con- 
tract holders after expiration of the con- 
tract, he believed, would permit the con- 


sumers to receive all the benefits of the 
contract with prices set retroactively as 
though their power to terminate had been 
exercised. Riverside Cement Co. et al. v. 
Public Utilities Commission, 217 P2d 
403. 
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Deposition Dispute Discussed in Decision 


ge rules as to the acceptability of 
sworn statements or depositions in 
place of actual testimony were carefully 
considered by the Indiana commission in 
passing on a motor carrier’s certificate 
application. The carrier offered 24 depo- 
sitions in support of its application. Pro- 
testing carriers made objection to the 
depositions as a whole and specific ob- 
jections to ones which they considered 
irregular, 

As a general rule, the commission be- 
gan, a party bringing a proceeding before 
it may take depositions in the same man- 
ner as in court cases. To the objection 
that the carrier failed to show the con- 
tinued existence of the cause for taking 
the sworn statements, the commission 
answered that no such showing is re- 
quired where the cause for taking the 
statement is apparent upon its face. The 
fact that the witnesses resided at some 
distance from the place of the trial, mak- 
ing personal appearance impractical, was 
obvious from the location at which the 
statements were taken. 

The most difficult question presented 
by the objections involved statements by 
four persons whose names were not men- 
tioned in the notices that the statements 
were to be taken. The applicant con- 
tended, first, that he served notice ver- 
bally just prior to taking the statements 
and, second, that the objectors’ appear- 
ance at the hearing at which the state- 
ments were taken, together with their 
examination of the witnesses, amounted 
to a waiver of any defect in the given 
notices. 

In rejecting applicant’s first contention, 
the commission said “the argument as to 
verbal notice is too extravagant to be 
maintained.” Notice to take depositions 
must be given far enough in advance to 
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afford opponents an opportunity to pre- 
pare for and travel to the place where the 
statements are to be taken. 

The applicant’s position as to the claim 
of waiver was likewise considered un- 
tenable. In the first place, the commission 
said, there is no statutory authority for 
waiver of the notice requirement. Fur- 
thermore, since in the absence of statute 
sworn statements would not be permitted 
to take place of actual testimony, such 
statements should be excluded where 
anything required by the statute has been 
omitted. 

As a practical reason for denying the 
applicant’s claim of waiver, the commis- 
sion stated that only one-half of the ob- 
jectors to the certificate award appeared 
and participated in the hearing at which 
the sworn statements were taken. This 
could in no degree bind or affect the other 
protestants. 

Lastly, the commission remarked that 
the admissibility of depositions is guided 
more by principle than by law. One of 
the leading principles is that where an 
omission of a statutory requirement pro- 
duces any possible injury to the opposite 
party, a deposition may be excluded. In 
the matter at hand the commission was 
not prepared to say that the admission of 
depositions of persons not named in the 
notice by the company to take them was 
harmless. 

Depositions of persons incorrectly 
named or named only by their surname 
were likewise excluded. 

After considering all of the testimony 
and all of the admissible depositions, the 
commission concluded that public need 
for the service had been adequately 
demonstrated and granted the certificate. 
Re Southern Transp. Co. (No. 3548-A, 
3). 
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Bus Route Changes Authorized to Conform with 
One-way Street Plan 


re~ New York commission author- 
ized a transit company to make 
changes in routes to conform with one- 
way streets as approved by the city of 
Buffalo. The commission said it cannot 
interfere with the determination of city 
authorities unless it is clear that a change 
in routes unduly interferes with public 
convenience and safety. 

The changes while less convenient for 
some people might be more convenient 
for others. The commission also con- 
tinued : 


Nor can it be said that the establish- 
ment of one-way traffic on a public 
thoroughfare, upon which is located 
schools, public playgrounds, and other 


public buildings, unduly encroaches 
upon the public safety. Schools in 
Buffalo and other cities are located 
upon one-way streets and safety pro- 
tection, particularly of children, is a 
matter of police and traffic regulations 
and controls. It follows, therefore, that 
under the law this commission must 
adopt the determination as to traffic 
routing which is wholly within the dis- 
cretion of the local authorities. Ex- 
perience will demonstrate the feasi- 
bility and success of the plan and 
appropriate changes may subsequently 
be made in the light of practical usage. 


Re International Railway Co. (Case 
10290). 
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Municipality Furnishing Extraterritorial Service 
Subject to Commission Regulation 


cb Pennsylvania commission re- 


quired a municipal water plant to 
serve an individual outside of corporate 
limits. A pipeline carrying water to the 
municipality from its source of supply 
passes the individual’s property. The 
only construction involved to make this 
water service available is the installation 
of a service connection from the pipeline 
to his property. The municipality claimed 
that service was denied by reason of its 
existing ordinance prohibiting the mak- 
ing of connections to the pipeline after 
the date of the ordinance, to conserve this 
water for residents of the said munici- 
pality. 
It was admitted that the municipality 
does furnish extraterritorial service. The 


= 


commission held that it had jurisdiction 
because the municipality had elected to 
provide service to consumers beyond its 
corporate limits. The Public Utility Law 
and the determinations of the commission 
take precedence over an ordinance pro- 
hibiting the tapping of mains between the 
borough reservoir inside the corporate 
limits and the source of supply outside 
the town. 

The municipality, after having elected 
to furnish service beyond its corporate 
limits, could not unduly discriminate by 
furnishing service to some and refusing 
it to others in the same class and similarly 
situated. Lentz v. Halifax Borough 
Water Dept. (Complaint Docket No. 
14853). 


Companies Receiving Out-of-state Energy from Federal 
Dams Are Subject to Federal Power Act 


HE Federal Power Commission de- 
termined that two electric com- 
panies engaged in the sale of electric 
energy entirely within the state of 
Arizona are public utilities under § 
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201(b) of the Federal Power Act and, 
therefore, must comply with the com- 
mission’s accounting requirements. 

The two companies are not affiliated, 
but the matters involved and issues pre- 
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sented were generally interrelated and in 
many respects identical. Consequently 
hearings were consolidated. Neither 
utility appeared. Both notified the com- 
mission that their attorney had advised 
them that the commission lacked juris- 
diction over them. 

While neither utility owns any lines 
or plant outside of Arizona, both re- 
ceive energy from the lines of the 
United States Bureau of Reclamation. 
This energy is generated at dams located 
in California and Nevada and carried 
into Arizona on lines maintained by the 
bureau. 

The commission pointed out that 
§ 201 (c) of the act provides that “elec- 
tric energy shall be held to be transmit- 
ted in interstate commerce if transmit- 


= 


ted from a state and consumed at any 
point outside thereof.” This would re- 
quire a finding that all the dam-generat- 
ed energy carried by the bureau into 
Arizona is in interstate commerce. 

The commission did not overlook the 
fact that the out-of-state energy involved 
is generated outside of and transmitted 
into Arizona by an agency of the Fed- 
eral government. This situation, the 
commission ruled, is of no consequence 
in determining whether the continued 
transmission and subsequent sale of the 
out-of-state energy, by means of the 
private companies’ facilities, constitute 
a transmission and sale in interstate 
commerce by the companies. Re Arizona 
Edison Co. et al. (Docket Nos, E-6194, 
E-6212, Opinion No. 190). 


Continuance of Municipal Plant Service to Suburb Ordered 


‘a Wisconsin commission ordered 
a municipal water plant to continue 
to serve an area beyond city limits, prac- 
tically surrounded by the city. The water 
plant serves all the territory within the 
city limits as well as certain areas out- 
side. The municipal plant’s service rule 
provides for applications for service out- 
side city limits and for rates for that serv- 
ice. The commission believed that these 
rules indicated a general willingness by 
the city to serve. The area is a part of a 
greater area the utility has undertaken to, 
and admittedly does, serve. 

An easement had been granted to the 
city for the construction of mains and 
pipes in the area. No monetary considera- 
tion had been paid for that easement. The 
fair inference was that the grantor of 
the easement, its successors and assigns, 
would be permitted to obtain water. The 
city contended, however, that it has a 
present policy of not serving outside of 
corporate limits. The commission ob- 


served that that was not the policy at the 
time it accepted the easement. A subse- 
quent change in policy could not change 
its obligations. 

The commission also ruled that it is its 
duty to regulate extensions and service 
of public utilities, whether publicly or 
privately owned, in well-defined areas 
within which there is a holding out to 
serve. 

Complete abandonment of service by 
reason of the termination of a contract 
or otherwise was held to be subject to 
review by the commission. No reason for 
abandonment which would not be avail- 
able to a privately owned utility could 
properly be urged by a municipal plant. 

A city could not insist upon annexa- 
tion of the area as a condition precedent 
to continuance of service. Such a reason 
was wholly unrelated to the statutory 
obligations of public utilities. Re City of 
Milwaukee (2-U-2774, 2-U-2785, 2-U- 
2792, 2-U-2891). 


e 


Other Important Rulings 


HE requirements of an order of the 
District of Columbia commission 
providing that bids for the sale of securi- 


ties should be solicited from at least three 
responsible unaffiliated financial institu- 
tions were waived with respect to the 
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issuance of 30,600 shares of $4.25 cumu- 
lative preferred stock without par value 
upon a showing that the stock was being 
initially offered for subscription by hold- 
ers of common stock, that 80 per cent of 
the outstanding preferred stock was held 
locally, that it was listed only on the local 
stock exchange, and that it was doubtful 
that any substantial competing group of 
investment bankers other than those who 
had underwritten prior offerings of stock 
in the area could be assembled to submit 
an alternate bid. Re Washington Gas 
Light Co. (Order No. 3676, PUC 
No. 3204/13, Formal Case No. 400). 


In dismissing the complaint of a citi- 
zens’ committee against increased trans- 
portation fares, the Pennsylvania com- 
mission held that such a committee was 
not a party with sufficient interest in the 
subject matter to bring a complaint under 
the Public Utility Law, even though its 
members as individuals could properly 
take the same action. Philadelphia Citi- 


zens Committee v. Philadelphia Trans- 
portation Co. (Complaint Docket No. 
14939). 


A petition by an airline for authority 
to convert one-way tickets to round-trip, 
circle trip, or open-jaw tickets after pas- 
sengers have commenced travel was de- 
nied by the Civil Aeronautics Board be- 
cause of the additional costs which such 
procedure would involve without any ap- 
preciable increase in revenues. Re East- 
ern Air Lines (Docket No. 4158). 


The Maine’ commission dismissed a 
municipal water utility’s application for 
a rate increase where no evidence was 
offered as to the amount of plant, ex- 
pense, and revenue which properly could 
be attributed to public fire protection. In 
the absence of this information the rea- 
sonableness of the rates to customers 
could not be determined by the commis- 
sion. Re Town of Lisbon Water Works 
(FC 1340). 
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SECURITIES AND EXCHANGE COMMISSION 


Re New England Gas & Electric 


Association 


File No. 70-2374, Release No. 9843 
May 8, 1950 


| pecan relating to proposal to issue rights to stock- 
holders to buy additional common stock; declaration per- 
mitted to become effective subject to condition. 


Security issues, § 50.1 — Subscription rights — Increase in ratio of common stock 


equity. 


1. The issuance of warrants permitting holders of common stock to sub- 
scribe for additional common stock was permitted where the ratio of common 
stock equity to total capitalization would be increased, with a consequent 
improvement in the company’s capital structure, p. 98. 


Security issues, § 115 — Fees to dealers — Exercise of rights. 

2. A limitation on the maximum payment to a dealer securing the exercise 
of warrants giving stockholders the right to purchase additional stock at 
a discount should be so conditioned that not more than the maximum 
will be paid to dealers in respect of any single original registered holder 
of record of warrants, except that where a broker, dealer, custodian, or 
nominee as the original registered holder of warrants advises the treasurer 
of the issuer that the rights evidenced by such warrants are beneficially 
owned, in whole or in part, by others, the limitation shall be applied 
separately as to each of the beneficial owners, p. 99. 


By the Commission: New Eng- 
land Gas and Electric Association 
(“NEGEA”), a registered holding 
company, has filed a declaration with 
amendments thereto pursuant to §§ 6 
and 7 of the act, 15 USCA § 79, g, 
with respect to the following proposed 
transaction : 

NEGEA proposes to offer to the 
holders of its outstanding shares of 
common stock of record on or about 
May 5, 1950, the right to subscribe 
for approximately 173,126 shares of 
additional common stock at a price of 
$13 per share on the basis of one share 


[7] 


of the additional common stock for 
each 8 shares of common stock held. 
Persons exercising the right to sub- 
scribe will also be given the privilege 
to subscribe for such of the additional 
shares as are not subscribed for 
through the exercise of the rights. 
Such privilege of oversubscription will 
entitle the shareholders to subscribe 
for one share of additional stock for 
each share owned and will be subject 
to allotment on a pro rata basis. Both 
the right and the privilege to over- 
subscribe for additional shares will be 
evidenced by transferable subscription 
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warrants. No fractional common 
shares are to be issued, but rights in 
excess of those necessary to subscribe 
for a full share may be sold or addi- 
tional rights may be purchased to en- 
title the holders to purchase one or 
more full common shares. 

The offering will not be underwrit- 
ten but NEGEA proposes to enter 
into an agreement with a dealer-man- 
ager group pursuant to which the man- 
agers will undertake to form and man- 
age a group of security dealers, which 
shall include the managers, to solicit 
subscriptions to purchase the addi- 
tional common shares being offered. 
The managers are A. C. Allyn and Co., 
Inc., Draper, Sears & Co., Wagensel- 
ler & Durst, Inc., F. L. Putnam & Co., 
Inc., Smith Ramsay & Co., Inc., 
Townsend, Dabney & Tyson, and G. 
H. Walker & Co., and are stated to 
have been selected by NEGEA be- 
cause they, in the past, have evidenced 
a substantial interest in the NEGEA 
common stock and their customers 
represent a large segment of 
NEGEA’s common stockholders. 

NEGEA proposes to pay the deal- 
ers a fee of 40 cents per common share 
purchased pursuant to the subscription 
offer, in those cases where the name of 
a dealer appears on the exercised war- 
rants. NEGEA will pay to the man- 
agers for their services as such an ad- 
ditional fee equal to 10 cents a share 
for each share on which a dealer’s fee 
is paid. In addition, NEGEA will re- 
imburse the managers for reasonable 
out-of-pocket expenses, including legal 
fees, not in excess of $8,000. 

The proceeds of the proposed sale 
of common stock will be applied by 
NEGEA to the retirement of short- 
term bank notes incurred for the pur- 
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pose of acquiring additional common 
stock of certain of its subsidiaries, and 
any amount in excess of the amount 
required for such purpose will be set 
aside for the purpose of acquiring ad- 
ditional common stocks of subsidi- 
aries. 

A public hearing was held after ap- 
propriate notice and the Commission 
having considered the record makes 
the following findings : 


[1] We have examined the present 
proposal in light of its relationship to 
the over-all financing program of 
NEGEA and the adequacy of that pro- 
gram to ensure the continuing finan- 
cial integrity of the system. In con- 
nection with a common stock offering 
by NEGEA in September, 1949, we 
expressed our concern with a then evi- 
dent trend to a lower system common 
stock equity, and notwithstanding the 
tendency of that offering and other 
factors noted to arrest the trend, we 
stated our intention to seek a strength- 
ening of that equity at appropriate oc- 
casions." 

As originally filed with us, the pres- 
ent offering was proposed on a 1 for 
10 basis which by action of the com- 
pany has now been increased to a 1 
for 8 basis. We note that, if the con- 
solidated capitalization of the system 
be adjusted to reflect the issuance by 
NEGEA’s subsidiaries of all bank in- 
debtedness heretofore authorized but 
presently unissued, the ratio of com- 
mon stock equity to the total capitali- 
zation would be 23.5 per cent and if 
further adjusted to reflect the present 
proposal the ratio would rise to ap- 
proximately 25.8 per cent. Consoli- 





1See Re New England Gas & E. Asso. 
a tie Company Act Release No. 9340 at 
p. 6. 
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dated earnings applicable to the com- 
mon stock amounted to $1.49 per 
share for the twelve months ended 
February 28, 1950, before sinking- 
fund requirements on the association’s 
debt, and $1.28 per share after sink- 
ing-fund requirements. On a pro 
forma basis such earnings would 
amount to $1.32 and $1.14 respective- 
ly. Further financial data concerning 
this system is set forth in our findings 
and opinion dated September 15, 
1949." 

We have concluded to permit the 
declaration to become effective since 
the financing will effectuate some im- 
provement in the company’s common 
stock equity. We shall continue to 
scrutinize this system’s future financ- 
ing in order to assure the attainment 
of a stronger capital structure. 

[2] The other aspect of the pro- 
posed transaction which has caused us 
concern is the proposed method of sale 
and the reasonableness of the costs to 
be incurred in payments to the dealers 
and managers. If the approximately 
173,126 shares which are to be offered 
are subscribed for pursuant to the ef- 
forts of dealers, a maximum payment 
of $86,563 will be required.* In rela- 
tion to the aggregate proceeds at the 
proposed offering price of $13 a share, 
this maximum payment approximates 
3.8 per cent of such proceeds. This 
theoretical maximum cost will not, in 
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practice, be realized since NEGEA’s 
officers and trustees, who in the ag- 
gregate own 3.3 per cent of the out- 
standing common stock, have agreed 
that such warrants as are exercised by 
them will not bear dealers’ names. Of 
course not all warrants exercised by 
other stockholders will bear such 
names. 

The cost of the proposed sale must 
be appraised in the light of the fact 
that it is not being underwritten, the 
dealer-managers’ compensation being 
related to their success in securing the 
exercise of rights. In considering the 
proposed arrangement with, and fees 
to, dealer and managers we must also 
give weight, among other things, to 
the extent of the discount of the pro- 
posed subscription price from the pre- 
vailing market price ; ordinarily as this 
discount increases, the necessity for 
sales efforts of the character here to be 
undertaken and the fees to be paid 
therefor should diminish. Consider- 
ing the extent of the proposed dis- 
count, the presence of oversubscription 
privileges, NEGEA’s sale of common 
stock in September, 1949, when the 
offer was oversubscribed by 428 per 
cent, and the limited size of the pro- 
posed offering, we question whether 
the proposed method of sale and fees 
are economic as compared with avail- 
able alternatives. However, the man- 
agement apparently considers that the 





2 This figure does not include an amount not 
to exceed $8,000 of “reasonable out-of-pocket 
expenses” of the dealer-managers which are to 
be paid by NEGEA. 

In particular, we note the recent experi- 
ences of a number of other companies which, 
while offering new common stock on a rights 
basis and at a discount from prevailing market 
prices comparable to that here chosen, elected 
to have their offerings underwritten. Theoret- 
ically, an underwriting should be more costly 
than NEGEA’s proposed “best effort” ar- 
rangement. In practically all of the cases 


noted, however, the underwriting costs, wheth- 
er at competitive bidding or or. a negotiated 
basis, were materially lower than those experi- 
enced by NEGEA in its 1949 offering and 
those indicated in its proposed offering; sig- 
nificantly, too, the rights offerings underwrit- 
ten at competitive bidding, all of which offer- 
ings were subject to the Holding Company 
Act, were at lower costs than those under- 
writings which were negotiated. As compared 
with NEGEA, these companies therefore ob- 
tained both lower costs as well as the advan- 
tages of an underwritten sale over a “best 
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success of its previous offering is in 
substantial part due to its use of a 
dealer-manager group soliciting pur- 
chases, and believes that such a meth- 
od is still desirable for NEGEA since 
its common stock has a relatively lim- 
ited market with which, it represents, 
these dealer-managers are in close con- 
tact. 

We are not prepared at this time to 
disagree with the company and we 
shall permit the proposed declaration 
to become effective. However, we see 
no justification for permitting un- 
limited payments to dealers in respect 
of the exercise of warrants by a single 
original holder. In the NEGEA stock 
offering in September, 1949, and in 
similar offerings by other companies, 
the agreement with the dealer-manager 
group specified a maximum for such 
payments. In most of these cases the 
maximum payment has not exceeded 
$300 and it appears from the facts that 
in this case such a maximum payment 


is not inappropriate. We shall con- 
dition our order, therefore, to require 
that not more than $300 be paid deal- 
ers in respect of any single original 
registered holder of record of war- 
rants, except that where a broker, deal- 
er, custodian, or nominee as the orig- 
inal registered holder of warrants, ad- 
vises the treasurer of the association, 
that the rights evidenced by such war- 
rants are beneficially owned, in whole 
or in part, by others, the foregoing 
limitation of $300 shall be applied sep- 
arately as to each of the beneficial 
owners. 

We shall observe the results of the 
proposed sale in the light of other cases 
and shall expect NEGEA to present 
its further financing plans to us well 
in advance of their proposed offering 
date in order that we may have ade- 
quate opportunity to appraise their 
feasibility and cost in the light of avail- 
able alternatives. 

An appropriate order will issue. 





efforts” sale. While we recognize that these 
disparate cost experiences are to some extent 
a function of the differences in companies, we 


doubt that NEGEA’s higher costs can be ade- 
quately explained on this ground. 
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CALIFORNIA SUPREME COURT 


Pacific Telephone & Telegraph Company 


Public Utilities Commission of 
State, et al. 


S. F. 17952, 17953 
— Cal2d —, 215 P2d 441 
February 28, 1950; rehearing denied March 31, 1950 


N BANC. REVIEW of orders of Commission limiting payments 
E by an operating telephone company to a parent company for 
services; order limiting payments reversed and part of rate order 
limiting payment as a condition reversed. For Commission 
decisions see Re Pacific Teleph. & Teleg. Co. (1949) 77 PUR 

NS 129; (1949) 78 PUR NS 491. 


Accounting, § 4 — Powers of Commission — Payments under intercompany con- 
tract. 

1. The statute empowering the Commission to prescribe uniform systems 
of accounts relates not to what transactions are to be made, but to how they 
are to be recorded, and it does not include by implication the power to pre- 
scribe the terms and conditions of any transaction that will be reflected 
in the accounts such as contractual arrangements between a telephone 
company and an affiliated company for payments for services, p. 105. 


Security issues, § 17 — Powers of Commission — Protection of minority stock- 
holders — Payments to majority stockholder. 

2. The statute requiring Commission approval of security issues provides 
the extent to which the Commission may control expenditures under its 
terms, and this control is limited to the use to be made of funds raised by 
security issues; and such statutory provision does not empower the Com- 
mission to limit agreed payments by a telephone company to a parent 
company for services when the company is not making these payments 
from funds raised by security issues, p. 105. 


Commissions, § 44 — Jurisdiction — Managerial matters. 
3. The determination of what is reasonable in conducting the business of 
a public utility is the primary responsibility of management, and the Com- 
mission does not have power to prescribe terms of contracts and practices 
of utilities, and thus substitute its judgment as to what is reasonable for 
that of the management, p. 106. 

Contracts, § 3 — Jurisdiction of Commission. 
4. Contracts subject to regulation by the Commission are contracts which 
affect the relationship of the utility to the consumer, not its relationship 
to those who supply it with materials and services, p. 107. 
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Intercorporate relations, § 12 — Powers of Commission — Contracts between 
affiliates. 
5. The Commission’s control over contracts between affiliated corporations 
in the absence of expressed statutory authority is limited to disallowance 
of excessive payments for the purpose of fixing rates; and there is nothing 
in the Public Utilities Act to suggest that contracts of public utilities 
affecting rates and services are subject to greater regulation when they are 
between affiliated corporations than when they are not, p. 107. 
Intercorporate relations, § 12 — Powers of Commission — Contracts between 
affiliates — Disregard of corporate entity. 
6. The Commission does not have power to extend its jurisdiction over 
contracts between a telephone company and a parent company by applying 
the principles governing the disregard of a corporate entity when the 
Commission does not disregard the separate corporate entities and seek to 
exercise regulatory jurisdiction directly over the parent company, but 
recognizes that the parent company provides the operating company with 
valuable services and disregards only the terms of the contract providing 
for payment, p. 107. 
Intercorporate relations, § 12 — Powers of Commission — Regulation of contracts 
with parent company. 
7. The Commission has no power to limit payments by a telephone company 
to a parent company for services rendered under contract when such pay- 
ments do not impair the operating company’s capital or affect its ability 
to serve the public, although the Commission in fixing rates may disallow 
expenditures that it finds unreasonable, thus insuring that any excessive 
costs will be met from the operating company’s profits, p. 108. 


Expenses, § 5 — Powers of Commission — Intercompany payments — Contracts. 


Discussion of the power of a state Commission to prevent a telephone 
company from passing on to ratepayers unreasonable costs for materials 
and services supplied under contracts with affiliated companies, p. 104. 


(SHENK and Carter, JJ., dissent.) 
” 


APPEARANCES: Arthur T. George, Assistant City Attorney, Oakland, for 
Eugene M. Prince, Eugene D. Ben- respondents. 
nett, and Pillsbury, Madison & Sutro, 


San Francisco, for petitioner ; Everett , ; 
C. McKeage, Roderick B. Cassidy, Wits of review the Pacific Telephone 


Boris H. Lakusta, Hal F. Wiggins, nd Telegraph Company attacks two 
J. Thomason Phelps, Harold J. Mc- Virtually identical orders of the Public 
Carthy, San Francisco, Emuel J. For- Utilities Commission prescribing the 
man, Ray L. Chesebro, City Attorney, terms on which Pacific may contract 
Los Angeles, Roger Arnebergh, As- with the American Telephone and 
sistant City Attorney, Los Angeles, Telegraph Company for certain serv- 
Dion R. Holm, City Attorney, San ices. Although the two orders grew 
Francisco, John W. Collier, City At- out of separate rate proceedings, they 
torney, Oakland, and Archer Bowden, involve identical issues and may be 


TRAYNOR, J.: In two petitions for 
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treated as one. (See [1949] 77 PUR 
NS 129, 78 PUR NS 491.) 

American owns 87.93 per cent of 
the capital stock of Pacific. The Com- 
mission found that American domi- 
nates Pacific and that the contract be- 
tween the two, whereby Pacific paid 
one per cent of its gross receipts for 
the services of American, was not in 
fact a contract but an arbitrary ex- 
action from Pacific by its controlling 
parent company. It therefore entered 
its orders specifying the terms upon 
which Pacific could continue its serv- 
ice contract with American. They pro- 
vide: “It is hereby further ordered 
that, as applied to its California intra- 
state operations, applicant, the Pacific 
Telephone and Telegraph Company, 
hereafter, shall pay to the American 
Telephone and Telegraph Company, 
for services rendered by it or any of 
its affiliates to applicant, no more than 
the reasonable cost incurred in the ren- 
dition of such services or the reason- 
able value of said services, whichever 
is the lesser. That in determining the 
reasonable value of any service ren- 
dered, consideration shall be given, 
among other things, to what it would 
reasonably cost applicant to perform 
such service with its own organiza- 
tion. Services rendered to applicant, 
which, in the judgment of the Com- 
mission, are not reasonably required 
by applicant shall not be paid for by 
applicant. Neither applicant nor any 
officer, agent, or servant of applicant, 
by any device whatsoever or under any 
pretense or guise, directly or indirect- 
ly, shall commit any act or engage in 
any conduct which shall be calculated 
to circumvent or evade the intent of 
this order. 


“It is hereby further ordered that 


PACIFIC TELEPH. & TELEG. CO. v. PUB. UTIL. COM. 


applicant shall file with this Commis- 


sion, bimonthly, a _ verified report 
showing for the immediately preceding 
2-calendar-month period all payments 
made by applicant to the American 
Telephone and Telegraph Company 
for services rendered to applicant by 
said American Telephone and Tele- 
graph Company and/or any of its af- 
filiates, together with an itemization of 
said services and the amount paid by 
applicant for each type of service ren- 
dered, such report to be filed not later 
than forty days after the close of the 
period which it covers. Said verified 
report shall show, for each type of 
service rendered, the total cost in- 
curred by the American Telephone and 
Telegraph Company or its affiliates in 
the rendition of said service to appli- 
cant, and the payment therefor by ap- 
plicant on an allocated basis, segre- 
gated as to company-wide, total Cali- 
fornia and California intrastate opera- 
tions. The first report shall be for the 
months of January and February, 
1949, and shall be filed on or before 
April 9, 1949. 

“Tt is hereby further ordered that, 
as applied to its California intrastate 
operations, the amount of $2,250,000, 
on an annual basis, shall be adopted by 
applicant as the base and starting point 
for the program and procedure pre- 
scribed by this order and applicant 
shall be entitled to pay, on an annual 
basis, to American Telephone and 
Telegraph Company said amount for 
services rendered to applicant by 
American Telephone and Telegraph 
Company and/or its affiliates pursuant 
to the license contract ; provided, how- 
ever, that said amount shall be ad- 
justed to a lesser or greater amount as 
the facts and circumstances may war- 
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rant, but, in no event, shall applicant 
pay more than $2,250,000 on an an- 
nual basis, without first seeking and 
receiving the authority of this Com- 
mission so to do.” [77 PUR NS at 
pp. 146, 147, 78 PUR NS at pp. 503, 
504. ] 

When these orders were entered the 
difference between the amount Pacific 
was to pay on the basis of one per cent 
of gross revenue as provided in the li- 
cense contract and the amount allowed 
by the Commission on an allocated 
cost basis was approximately $250,- 
000. The Commission was willing to 
allow payment of $2,250,000 ; one per 
cent of gross revenue was approxi- 
mately $2,500,000. In these proceed- 


ings Pacific is not challenging the 
power of the Public Utilities Commis- 
sion to disallow, for rate fixing pur- 
poses, payments to American that it 


finds excessive.’ Pacific contends, 
however, that the Commission has no 
jurisdiction to prescribe the terms on 
which it may contract with American. 

It is settled that Commissions have 
power to prevent a utility from passing 
on to the ratepayers unreasonable costs 
for materials and services. United 
Fuel Gas Co. v. Kentucky R. Commis- 
sion, 278 US 300, 320, 73 L ed 390, 
PUR1929A 433, 49 S Ct 150; Chi- 
cago & G. T. R. Co. v. Wellman 
(1892) 143 US 339, 345, 346, 36 L 
ed 176, 12 S Ct 400. To the extent 
that utilities secure materials and serv- 
ices necessary to their business 
through contracts made by arms- 
length bargaining in the open market, 


the contract price is ordinarily accept- 
ed as the proper cost to the utility of 
the materials and services. Since the 
advent of the holding company, how- 
ever, that both controls and provides 
services for a network of operating 
utilities, new problems in regulation 
have arisen. When services are ren- 
dered to an operating utility by an af- 
filiated company that owns a control- 
ling fraction of the stock of the operat- 
ing company,-the safeguards provided 
by arm’s-length bargaining are absent, 
and Commissions have been vigilant to 
protect the ratepayers from excessive 
rates reflecting excessive payments by 
operating companies to their parents. 
See Western Distributing Co. v. Kan- 
sas Pub. Service Commission, 285 US 
119, 126, 127, 76 L ed 655, PUR 
1932B 236, 52 S Ct 283; Dayton 
Power & Light Co. v. Ohio Pub. Utili- 
ties Commission (1934) 292 US 290, 
295, 78 L ed 1267, 3 PUR NS 279, 
54 S Ct 647. Many state legislatures, 
not satisfied that the indirect control 
of payments between affiliated utility 
corporations through rate regulation 
was adequate to protect the consumer 
and investor from the possible abuses 
that could arise out of contracts be- 
tween the affiliated corporations, en- 
acted statutes specifically granting to 
their Commissions power to regulate 
payments under such contracts. See 
49 Harv L Rev 957, 982-989. Sim- 
ilar powers over gas and electric utili- 
ties have been given to the Securities 
and Exchange Commission by the 
Federal Public Utility Holding Com- 





1 Pacific does not concede that disallowance 
of any part of the payments was proper; it 
does not attack the disallowance, however, be- 
lieving that the court would not consider it in 
reviewing a rate-fixing order unless the rate 
finally fixed was confiscatory. See Market 
Street R. Co. v. Railroad Commission (1944) 


24 Cal2d 378, 405, 54 PUR NS 232, 150 P2d 
196; American Toll Bridge Co. v. Railroad 
Commission (1938) 12 Cal2d *. 193, “1 
83 P2d 1; San Joaquin Light & P. Corp 
Railroad Commission, 175 Cal 74, 76, 77, PUR 
1917E 37, 165 Pac 16. 
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pany Act of 1935, 15 USCA § 79 et 
seq. See 49 Harv L Rev 957, 989- 
993. California, however, has not ex- 
pressly granted such power to the 
Commission, and it is therefore neces- 
sary to determine whether the power 
may be fairly implied from the powers 
that have been granted. 


The primary purpose of the Public 
Utilities Act, Gen Laws, Act 6386, is 
to insure the public adequate service 
at reasonable rates without discrim- 
ination. Pacific Teleph. & Teleg. Co. 
v. Eshleman (1913) 166 Cal 640, 663, 
137 Pac 1119, 50 LRA NS 652, Ann 
Cas 1915C 832; Atchison, T. & S. F. 
R. Co. v. Railroad Commission, 173 
Cal 577, 582, PUR1917B 336, 160 
Pac 828, 2 ALR 975; Southern P. Co. 
v. Railroad Commission (1939) 13 
Cal2d 89, 118, 87 P2d 1055. The 


act grants to the Commission broad 


regulatory powers, which may con- 
veniently be divided into two classes. 
The Commission has been given broad 
powers to regulate the relationship of 
the utility to the consumer ; thus it can 
determine the services that must be 
provided by the utility and the rates 
therefor. It has also been given cer- 
tain specific powers to regulate the 
manner in which the utility provides 
the required services to safeguard the 
utility’s ability to serve the public ef- 
ficiently at reasonable rates; thus the 
Commission must approve the sale or 
encumbrance of operative property 
necessary or useful to the utility in the 
performance of its duties, § 51, and it 
must approve the issue of securities 
and may specify the manner in which 
funds so raised may be spent. § 52. 
The act does not, however, specifically 
grant to the Commission power to 
regulate the contracts by which the 
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utility secures the labor, materials, and 
services necessary for the conduct of 
its business, whether such contracts 
are made with affiliated corporations 
or others. 

[1] The Commission contends that 
jurisdiction may be implied from the 
provisions of § 48 of the act empower- 
ing the Commission to prescribe uni- 
form systems of accounts. This power, 
however, relates, not to what transac- 
tions are to be made, but to how they 
are to be recorded. It enables the 
Commission to keep informed of the 
financial management of the utility and 
increases the effectiveness of its other 
powers. It cannot reasonably be held, 
however, to include by implication the 
power to prescribe the terms and con- 
ditions of any transaction that will be 
reflected in the accounts. 

[2] The Commission contends that 
jurisdiction may be implied from the 
provisions of § 52 of the act requiring 
Commission approval of securities is- 
sues. It bases this contention on the 
premise that, by approval of the se- 
curities that Pacific issues, it provides 
Pacific with a defense to any action a 
shareholder might bring to prevent 
abuse of his interests by the manage- 
ment, and that therefore it must have 
the power to protect minority share- 
holders from abuses arising out of con- 
tracts made with the majority share- 
holder, American. There is nothing 
in § 52, however, to indicate that Com- 
mission approval of securities issues 
operates to deprive minority share- 
holders of remedies they would other- 
wise have. Section 52 provides the 
extent to which the Commission may 
control expenditures under its terms, 
and this control is limited to the use 
to be made of funds raised by securi- 
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ties issues. Pacific, however, is not 
making these payments from funds so 
raised. 


[3] Section 32 of the act provides 
that “Whenever the Commission, aft- 
er a hearing had upon its own motion 
or upon complaint, shall find that the 
rates charged or collected by 
any public utility or that the 
rules, regulations, practices or con- 
tracts, or any of them, affecting such 
rates are unjust, unreason- 
able, discriminatory or preferential, or 
in anywise in violation of any pro- 
vision of law . the Commission 
shall determine the just, reasonable 
or sufficient rates practices 
or contracts to be thereafter ob- 
served and in force, and shall fix the 
same by order as hereinafter provided. 
d .” Section 35 of the act provides 
for similar powers over practices of a 
utility relating to the services it ren- 
ders. Section 31 of the act provides 
that “The Railroad Commission is 
hereby vested with power and juris- 
diction to supervise and regulate every 
public utility in the state and to do all 
things, whether herein specifically des- 
ignated or in addition thereto, which 
are necessary and convenient in the ex- 
ercise of such power and jurisdiction.” 
It is contended that the grants of reg- 
ulatory power under these sections 
give the Commission jurisdiction to 
determine the terms on which Pacific 
may contract with American and that 
the license contract has so much ef- 
fect on the rates and services of Pa- 
cific that it may be regulated directly 
by the Commission. 

Almost every contract a_ utility 
makes is bound to affect its rates and 
services. Moreover, the question 
whether a contract or practice is rea- 
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sonable is one on which, except in clear 
cases, there is bound to be conflicting 
evidence and considerable leeway for 
conflicting opinions. The determina- 
tion of what is reasonable in conduct- 
ing the business of the utility is the 
primary responsibility of management. 
If the Commission is empowered to 
prescribe the terms of contracts and 
the practices of utilities and thus sub- 
stitute its judgment as to what is rea- 
sonable for that of the management, 
it is empowered to undertake the man- 
agement of all utilities subject to its 
jurisdiction. It has been repeatedly 
held, however, that the Commission 
does not have such power. “And, 
finally, it may not be amiss to point 
out that the devotion to a public use by 
a person or corporation of property 
held by them in ownership does not 
destroy their ownership, and does not 
vest title to the property in the public 
so as to justify, under the exercise of 
police power, the taking away of the 
management and control of the prop- 
erty from its owners without compen- 
sation, upon the ground that public 
convenience would better be served 
thereby, or that the owners themselves 
have proven false or derelict in the per- 
formance of their public duty. Any 
law or order seeking to do this passes 
beyond the ultimate limits of the police 
power, however vague and undefined 
those limits may be.” Pacific Teleph. 
& Teleg. Co. v. Eshleman, supra, 166 
Cal at p. 665, 137 Pac at p. 1128; At- 
chison T. & S. F. R. Co. v. Railroad 
Commission, supra, 173 Cal at p. 583, 
PURI1917B at p. 342; Hollywood 
Chamber of Commerce v. Railroad 
Commission, 192 Cal 307, 310, PUR 
1924B 503, 219 Pac 983, 30 ALR 68; 
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Southern P. Co. v. Railroad Commis- 
sion, supra, 13 Cal2d at p. 118. 

It might, for example, be wise busi- 
ness judgment to divert profits from 
the payment of dividends to finance ex- 
pansion into fields that the utility has 
not theretofore entered. In the ab- 
sence of an enabling statute meeting 
the requirements of due process, how- 
ever, the Commission cannot require 
management to make such choices. 
Hollywood Chamber of Commerce v. 
Railroad Commission, supra. Sim- 
ilarly, in the absence of a statute 
granting the Commission the power to 
fix minimum rates to prevent injurious 
competition, both this court and the 
Commission have recognized a “zone 
of reasonableness” within which a car- 
rier can fix its own rates. It is for the 
management to decide what rates with- 
in that zone are likely to prove most 
beneficial to the carrier. Southern P. 
Co. v. Railroad Commision, supra, 13 
Cal2d at pp. 118, 119. 

Again, there is great public interest 
in the relations between labor and 
management, for wages invariably af- 
fect rates, and disputes over them or 
other matters are bound to affect serv- 
ices. Accordingly there has been con- 
siderable state and Federal legislation 
to diminish economic warfare between 
labor and management. In the ab- 
sence of statutory authorization, how- 
ever, it would hardly be contended that 
the Commission has power to formu- 
late the labor policies of utilities, to fix 
wages or to arbitrate labor disputes. 

[4] In other jurisdictions the 
courts have generally held in interpret- 
ing statutes essentially like that of 
California that the Commission’s con- 
trol over contracts affecting rates and 
services is limited to regulation of con- 
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tracts that directly affect the service 
the ratepayer will receive at a particu- 
lar rate. Illinois Commerce Commis- 
sion ex rel. East St. Louis, C. & W. 
Railway v. East St. Louis & C. R. Co. 
(1935) 361 Ill 606, 198 NE 716, 
719; Philadelphia City Passenger R. 
Co. v. Public Service Commission, 271 
Pa 39, PUR1921E 581, 114 Atl 642, 
647, 648. Thus, the division of a city 
into various zones by a transit com- 
pany to fix fares directly affects rates. 
Contracts whereby the rate drops as 
consumption increases or whereby the 
liability of a carrier for loss or dam- 
age is limited to a declared value of 
the goods shipped in consideration of 
a lower rate directly affect rates. Such 
contracts and practices affect the rela- 
tionship of the utility to the consumer, 
not its relationship to those who sup- 
ply it with materials and services. 

It is contended, however, that the 
license contract between Pacific and 
American is not like ordinary con- 
tracts through which utilities secure 
materials and services; that because 
Pacific and American are affiliated cor- 
porations and because American domi- 
nates Pacific, the Commission may 
prescribe the terms of the contract be- 
tween them. 

[5,6] In the absence of express 
statutory authority it has generally 
been held that a Commission’s control 
over contracts between affiliated corpo- 
rations is limited to disallowance of 
excessive payments for the purpose of 
fixing rates. Philadelphia City Pas- 
senger R. Co. v. Public Service Com- 
mission, supra; State ex rel. St. Jo- 
seph v. Public Service Commission, 
325 Mo 209, PUR1930E 337, 30 SW 
2d 8, 14; Lone Star Gas Co. v. Cor- 
poration Commission (1934) 170 
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Okl 292, 7 PUR NS 490, 39 P2d 547, 
553, 554; see also, Columbus Gas & 
Fuel Co. v. Public Utilities Commis- 
sion (1934) 292 US 398, 414, 415, 
78 L ed 1327, 4 PUR NS 152, 54S 
Ct 763, 91 ALR 1403; 49 Harv L Rev 
957, 985; 48 Yale LJ 1015, 1020. In 
the past the California Commission 
has recognized similar limitations 
upon its powers. “All this Commis- 
sion is able to do is to regulate the 
amount that is to be allowed in oper- 
ating expenses as payment to the par- 
ent company for services rendered, and 
this amount should be in direct pro- 
portion to the value of the services 
received.” (In Re Southern Califor- 
nia Teleph. Co. [1922] 21 CRC 274, 
282.) In San Diego v. San Diego 


Consol. Gas & E. Co. (1935) 39 CRC 
261, 7 PUR NS 443, where the oper- 
ating company was admittedly dom- 


inated by its parent, the Commission 
disallowed part of the intercompany 
payments in fixing new rates, but did 
not order the cessation of such pay- 
ments. In Re Pickwick Stages Sys- 
tem, 31 CRC 746, PUR1928D 604, 
the Commission under § 52 of the act 
limited the amount an operating com- 
pany could pay its holding company 
out of funds derived from a new secu- 
rities issue for equipment manufac- 
tured by the holding company, but did 
not prevent larger payments, requiring 
only that anything exceeding the lim- 
its it set be charged to surplus. 

The Commission has thus long been 
conversant with the problems pre- 
sented by affiliated corporations in the 
field of utility regulation. The instant 
case is apparently the first in which it 
has attempted to prescribe the terms 
and conditions of contracts between af- 
filiates. The policy of the Commis- 
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sion in the past not to prescribe the 
terms of contracts between affiliated 
corporations is consistent with the pro- 
visions of the Public Utilities Act. 
There is nothing in the act to suggest 
that the contracts of public utilities 
affecting rates and services are subject 
to greater regulation when they are 
between affiliated corporations than 
when they are not. 

Moreover, there is no basis for such 
broad jurisdiction in the principles 
governing the disregard of a corpo- 
rate entity. In the present case the 
Commission is not disregarding com- 
pletely the separate entities of Pacific 
and American. It does not seek to 
exercise regulatory jurisdiction direct- 
ly over American, under the theory 
that American is in fact the operating 
utility subject to its jurisdiction. It 
recognizes that American provides 
Pacific with valuable services for 
which Pacific should pay. It would 
disregard only the terms of the con- 
tract by which it is determined how 
much Pacific should pay for the serv- 
ices it receives, and thus substitute its 
judgment for that of the management 
as to the reasonable amount and the 
method of its computation. Thus the 
Commission is seeking to disregard 
the separate corporate entities, not to 
exercise more effectively its existing 
jurisdiction, but to extend its jurisdic- 
tion. 


[7] By contracting with American, 
Pacific is not attempting to evade the 
jurisdiction of the Commission. It is 
not making these payments from funds 
derived from securities issues, or at- 
tempting to evade the Commission’s 
regulatory powers over the expendi- 
tures of such funds. (See in Re Pick- 
wick Stages System, 31 CRC 746, 
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753, 754, PUR1928D 604.) Nor is 
it attempting to evade the prohibition 
of § 1500 of the Corporations Code 
against the impairment of capital by 
the payment of illegal dividends dis- 
guised as contract payments. Under 
§§ 60 and 75 of the act the Commis- 
sion is empowered to stop illegal prac- 
tices of utilities. If, by the device of 
a contract for services, American were 
exacting excessive payments that im- 
paired Pacific’s capital and thus weak- 
ened its ability to serve the public, the 
Commission could disregard the sep- 
arate corporate entities and treat the 
excessive payments as an illegal divi- 
dend. Ohio Central Teleph. Corp. v. 
Public Utilities Commission (1934) 
127 Ohio St 556, 2 PUR NS 465, 189 
NE 650; see, Ballantine on Corpora- 
tions (Rev Ed) § 142, p. 330; cf. 
Western Canal Co. v. Railroad Com- 
mission (1932) 216 Cal 639, 652, 15 
P2d 853. We do not have such a case 
before us, however, for the payments 
under the license contract are not im- 
pairing Pacific’s capital or affecting its 
ability to serve the public. Moreover, 
in fixing Pacific’s rates the Commis- 
sion may disallow expenditures that 
it finds unreasonable, thus insuring 
that any excessive costs will be met 
from Pacific’s profits. The effect of 
the payments on rates and services is 
no greater than in any other case 
where the Commission and manage- 
ment disagree on the reasonableness 
of an expenditure, and the manage- 
ment concludes that it is good business 
judgment to make such payments 
from its profits despite the fact that 
it cannot recoup them from its rate- 
payers. 

In developing a nation-wide tele- 
phone service, American has adopted 
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the legally sanctioned practice of con- 
ducting its local operations through 
subsidiary operating companies. It 
employs a method it considers rea- 
sonable in apportioning the costs of the 
services rendered by it to its subsidi- 
aries among them. The contract em- 
bodying that method cannot be differ- 
entiated from other contracts by which 
utilities secure labor, materials, and 
services, except on the theory that the 
judgment of management is suspect on 
the reasonableness of expenditures in 
contracts with affiliated corporations 
as it is not in other contracts. There 
is no public policy against affiliated 
corporations, however, and the Com- 
mission can treat them differently only 
to the extent the legislature so pro- 
vides or to the extent that they are 
used as a device to defeat the exercise 
of powers the Commission has been 
granted. The Public Utilities Act is 
silent on the question of affiliated cor- 
porations, and only the legislature can 
properly decide whether they present 
such dangers of abuse that the Com- 
mission should have broader regula- 
tory powers over them than it now 
has. 


The order in SF 17952 and those 
parts of the order brought here for re- 
view in SF 17953 are annulled. 


Gibson, CJ., and Edmonds, 
Schauer, and Spence, JJ., concur. 


SHENK, J., dissenting: I dissent. 

Under the plenary power granted to 
the legislature by § 22 of Art XII of 
the Constitution it was certainly com- 
petent by appropriate legislation to 
confer upon the Commission the au- 
thority to supervise contractual rela- 
tionships such as existed between The 
Pacific Telephone and Telegraph 
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Company and its owner and corporate 
master, The American Telephone and 
Telegraph Company, especially in so 
far as contracts affecting rates are con- 
cerned. The legislature has effectively 
conferred such power on the Commis- 
sion by § 32 of the Public Utilities 
Act. By that section the Commission 
was expressly authorized to find any 
existing contract affecting rates to be 
unreasonable. This power could be 
exercised as to expenditures under ex- 
isting contracts in excess of payments 
properly allowable as part of the rate 
base. But more pertinently, that sec- 
tion also expressly authorized the 
Commission to determine the reason- 
ableness of contracts affecting rates 
thereafter to be observed by the utili- 
ties under its jurisdiction. It is this 
power that the Commission is seeking 
to exercise by the orders under review ; 
and in this respect it is reinforced by 
the general provisions of § 31. 

It may be assumed that the Com- 
mission would be without power to 
prescribe in advance the terms and 
conditions of a contract and payments 
thereunder entered into between the 
petitioner and another in the normal 
course of business in which both par- 
ties are acting independently and at 
arm’s length. But the contract here 
required to be observed by the petition- 
er is not of that character. The inde- 
pendence of action which is essential 
in the execution of contracts known to 
the law is not present. The real ques- 
tion as I see it is whether the Com- 
mission has exceeded its jurisdiction 
in making the particular orders and 
not, as petitioner contends, whether it 
was wholly without power to make 
them. 

The facts do not show the exercise 


of broader regulatory power than the 
Commission possesses. Nor is this a 
case where the petitioner is deprived 
of the management and control of its 
property. We have here nothing more 
than a regulation guarding against 
future excessive payments affecting 
rates which could otherwise be im- 
posed upon the petitioner without its 
voluntary bargaining participation. 
By its order the Commission is not 
exceeding its jurisdiction but is merely 
making its jurisdiction effective. In 
my opinion the particular contract 
here ordered to be observed is just 
such a contract as is contemplated by 
our law and sound public policy to be 
subject to supervision by the Commis- 
sion in the manner proposed. I would 
affirm the orders. 


CarTER, J., dissenting: I dissent. 

The question here presented is not 
complex. The Pacific Telephone and 
Telegraph Co., an operating communi- 
cations utility in California, is com- 
pletely dominated and controlled by 
the American Telephone and Tele- 
graph Company, a New York corpo- 
ration, whose main function is to hold 
stock in and furnish various services 
to local teiephone operating corpora- 
tions throughout the country, most of 
which are controlled by it through 
stock ownership. American enters in- 
to purported license fee contracts with 
its numerous affiliates, including Pa- 
cific, under which the affiliates pay a 
percentage of their gross revenue for 
the services to be rendered by Amer- 
ican. It is conceded that in fixing 
rates for Pacific, our Public Utilities 
Commission may ignore the percent- 
age basis of compensation under those 
contracts and allow only so much as is 
the reasonable value of such services 
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or the cost thereof to American. The 
sole question is whether the Commis- 
sion has authority to approve or dis- 
approve such contracts. I believe 
there can be no doubt of such power. 
It arises (1) by necessary implication, 
and (2) by the wording of the Public 
Utilities Act. 

On the first proposition, there are 
several important considerations 
which must be weighed. It has been 
aptly said: “Contracts with operating 
companies range in subject from a sin- 
gle activity to a comprehensive scheme 
giving virtual domination over the 
policies of the subsidiary utility. But 
the services, even when enumerated at 
fength, are commonly described in such 
general terms that no clear picture of 
those actually rendered can be obtained 
from examination of the contracts 


“The profits accruing from the serv- 
icing relationship invite inquiry into 
the possibilities of abuse inherent in 
the holding company structure. In 
the control possessed by the holding 
company, often exercised through 
common officers or interlocking direc- 
torates, lies the power to dictate terms 
and the consequent danger of unrea- 
sonable exactions. The modern su- 
perholding company system itself fur- 
nishes a strong incentive for such 
exactions. Control over operating com- 
panies through a relatively small in- 
vestment may be effected by the inter- 
position of subholding units, the 


financing of which can be facilitated 
by the issuance of bonds and preferred 
stock ° 

“Exploitation of operating compa- 
nies is detrimental to both consumer 
and investor. Although it is seeming- 
ly immaterial to the consumer wheth- 
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er the parent obtains income through 
high service charges or through divi- 
dends resulting from more economical 
operations, in fact excessive charges, 
unless disallowed by Public Utility 
Commissions, may adversely affect 
him. Overpayments for management 
services result in the swelling of oper- 
ating expenses. When resorted to as 
a screen for profits beyond a fair re- 
turn, they can prevent a rate reduction, 
or, by so minimizing the return that 
only small profits or none at all are 
shown, can result in an increase. And 
the sums exacted may be so great as 
to impair service to the public through 
lack of funds for maintenance or addi- 
tions. Furthermore, overcharges for 
construction or engineering services, 
reflected in the operating company’s 
capital account, have a dual effect upon 
rates: they broaden the base upon 
which a fair return must be earned, 
and enhance costs of operations by en- 
larging the amount annually charged 
to depreciation, thereby increasing the 
rate required to yield an adequate re- 
turn 

“The disallowance of operating ex- 
penses increases the net operating rev- 
enue for the purposes of determining 
the fairness of the return in a rate case. 
This increase tends to subject the util- 
ity to lower rates, with the possible 
consequence of an ultimate decrease in 
income that may force a comparable 
reduction in expenditures.” (49 Harv 
Law Rev 957, 959, 978, 981, 986.) 

It has also been said: “It may be 
asked why should the Commission, as 
representative of the consumers be 
concerned over a ‘raid on the treasury 
of the operating utility.’ Directly the 
consumers will not be affected whether 
the utility is solvent or insolvent. 


111 83 PUR NS 








CALIFORNIA SUPREME COURT 


Their rates are based upon a fair re- 
turn on a fair value and it should not 
matter to them who gets it. Unfortu- 
nately, this argument overlooks the 
simple facts that an insolvent utility 
has no credit with which to obtain the 
capital necessary for the continuous 
expansion of service demanded from a 
utility under modern conditions and 
that operation of a utility by receivers 
seems usually to be thought to result 
in higher operating expenses than 
would ordinarily be incurred.” (Reg- 
ulation of Utility Contracts [by 
George W. Simpkins] 20 St. Louis 
Law Rev 1, 58.) Those considera- 
tions point up the vital importance of 
the power of the Commission to disap- 
prove such contracts as a part of rate 
regulation and of the necessity that 
the ability of the utility to serve the 
consumers be not impaired. I cannot 
believe that the legislature intended to 


leave the Commission impotent to 


cope with those conditions. It may be 
that some measure of protection is 
afforded by the power to refuse to rec- 
ognize the license fee contract when 
fixing ratcs, but having that power, it 
of necessity follows that they may lock 
the door before the horse is stolen. If 
they may affect the utility manage- 
ment indirectly by subsequent action, 
surely they may take precautionary 
measures in advance. The Alabama 
Commission has pertinently observed 
in this connection: “We cannot con- 
ceive that it will be contended that a 
Commission is without authority to 
halt a raid on the treasury of the oper- 
ating utility on the plea that we have 
no right in law to manage the prop- 
erty. From our point of view, it is 
not an assertion of management, but 
rather an assertion of reasonable con- 
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trol over practices which the Commis- 
sion has a right to prevent and should 
prevent before the injury has been 
done if it is possible for us to arrive 
there in time.” (See, Re Southern 
Bell Teleph. & Teleg. Co. PUR1932E 
207, 210.) Certainly it was intended 
that the Commission would have the 
power incident, and indeed vital, to 
protect the consumer from improvi- 
dent waste of funds to the detriment 
of the service. They surely have the 
power to accomplish directly that 
which they may do by indirection. 
While it may be that there is no show- 
ing in the case at bar that the pay- 
ments to American here involved will 
seriously jeopardize Pacific’s consum- 
er service capacity, that is not neces- 
sary, for the situation is so fraught 
with potential and inherent dangers 
that this court should not overrule the 
Commission’s judgment that preven- 
tive advance action is necessary. It 
must be remembered that these license 
fee contracts are not true contracts 
made at arm’s length or on an open 
market. They are between corpora- 
tions, one of which is controlled by the 
other. As such they are subject to 
suspicion and therefore present dan- 
gerous potentialities. It seems plainly 
obvious to me that if payments for 
such services are regularly supervised 
by the Commission, it will not only 
inure to the consumer’s benefit, but 
will also put the utility in the advan- 
tageous position of knowing where it 
stands, thus escaping the risk of mak- 
ing excessive payments which will not 
be allowed in its rate base. That the 
Commission has such implied power 
is squarely declared by the Public Util- 
ities Act. “The Railroad Commission 
is hereby vested with power and ju- 
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risdiction to supervise and regulate 
every public utility in the state and to 
do all things, whether herein specifical- 
ly designated or in addition thereto, 
which are necessary and convenient in 
the exercise of such power and juris- 
diction.” Public Utilities Act, Stats 
1915, p. 115, § 31, Deering’s Cal Gen 
Laws No. 6386. 

Secondly, it is clear that § 32 of 
the Public Utilities Act, quoted in the 
majority opinion, must be interpreted 
as empowering the Commission to 
regulate the purported contracts here 
considered. The literal wording 
thereof requires it. 

Fear is expressed that if the instant 
contract is subject to approval by the 
Commission, all other contracts or ex- 
penditures of a utility may be scrutin- 
ized in advance. Whether or not that 
fear is well founded is not necessary 
to consider. I say only that the license 
fee purported contract between the 
operating utility and its dominating 
father, Pacific and American, may be 
so treated. There is a clear difference 
between such arrangements and oth- 
ers. They are not true contracts made 
at arm’s length. They are definitely 
subject to suspicion and potent with 


possibilities adverse to the interests of 
the consumers. 

It must be conceded that the con- 
tract here in question was executed by 
officials of Pacific who were elected 
by American as the principal stock- 
holder of Pacific and owe their alle- 
giance to American. To say that such 
a contract is beyond the regulatory 
power of the Public Utilities Commis- 
sion, when it may endanger the ability 
of Pacific to serve its customers, is a 
step backward in the public utility reg- 
ulation and may open the door to 
abuses seriously detrimental to those 
dependent upon service from public 
utilities. While I think it is clear that 
the Public Utilities Act expressly em- 
powers the Commission to regulate 
such contracts in the public interest, 
there can be no question that it was 
the intention of the legislature to con- 
fer upon the Commission all the power 
necessary to protect the public inter- 
est. This, the majority overlooks in 
placing a strict and strained construc- 
tion upon the provisions of the act in 
order to arrive at the conclusion 
reached. 

I would deny the writs and affirm 
the orders under review. 








MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas Company 


D-3430-50.2 
April 21, 1950 


PPLICATION for authority to modify gas company’s rules 
A governing heating value of natural gas; authority granted. 


Service, § 486 — Modification of rules — Heating content of gas — Consideration 


of rate question. 


1, Rate questions should not be considered in a proceeding relating to a 
small modification of a gas company’s rule governing the heating value of 
gas, although some increase in the company’s revenues will result from a 
reduction of the heating value, p. 116. 


Discrimination, § 212 — Gas service — Difference in heating value. 
2. A temporary difference of as much as 2 per cent in the heating value 
of gas in different sections of a service district is not discriminatory, since 
a gas meter error of 2 per cent or less, plus or minus, is not unreasonable, 


p. 117. 


(McCartuy, Commissioner, dissents in part.) 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 21st day of April 
A. D. 1950. 

On the 3rd day of February, 1950, 
the Michigan Consolidated Gas Com- 
pany filed with this Commission its 
petition requesting authority to mod- 
ify certain of its service rules, par- 
ticularly those referring to the heating 
value of the natural gas it distributes 
in its integrated system and in its Ann 
Arbor District. In general it was rep- 
resented that due to the character of its 
present sources of supply of natural 
gas it was impossible to comply with 
the presently effective service rules 
specifying heating value content. 

After proper notice this matter was 
brought on for hearing on February 


20th and with later hearings on April 
Sth and 6th. During the course of 
the hearings appearances were entered 
for the cities of Detroit, Grand Rapids, 
Highland Park, Muskegon, and Mus- 
kegon Heights and for the county of 
Wayne and the Wayne County Coun- 
cil CIO as intervenors. 

It was shown that the company’s 
Regulations, Rule No. 2, now specify 
that the gas supplied in the Detroit 
District and Ann Arbor District shall 
have an average annual heating value 
between 997 and 1,007 sru per cubic 
foot and an average monthly heating 
value not less than 985 Bru per cubic 
foot ; that the same rule requires that 
the gas supplied in the Grand Rapids 
and Greenville-Belding Districts shall 
have an average monthly heating value 
not less than 1,000 Bru per cubic foot ; 
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that in the main portion of the Muske- 
gon District distribution system (“A” 
System) the heating value shall be ap- 
proximately 1,000 sru per cubic foot 
and that in the “B” system of the Mus- 
kegon District that the gas should ap- 
proximate 1,200 stu per cubic foot. 

It was further shown that up to the 
present time the supply of gas in the 
Grand Rapids, Muskegon, Greenville- 
Belding Districts and in the North- 
land Division of the Big Rapids Dis- 
trict has come from Michigan produc- 
tion in many different fields contain- 
ing gas of varying heat content. It 
has been possible in the past, by reg- 
ulating the amount of gas taken from 
the several sources, to control within 
the limits specified by the company’s 
rules the heating value of the gas dis- 
tributed in these several markets. The 
Michigan production is now rapidly 
declining and the major source of gas 
in the future appears to be from the 
Michigan-Wisconsin Pipe Line Com- 
pany which guarantees a minimum 
heating value of 953 sru (on a sat- 
urated basis) per cubic foot and is at 
the present time actually delivering 
about 958 Btu gas. It is represented 
that it is therefore necessary that the 
company’s rules as heretofore referred 
to in this opinion be changed in order 
to prevent violation on the part of the 
/ company, as the heating value of the 
gas it will have available for distribu- 
tion in these areas will be less than the 
present rules specify. 

In the Ann Arbor and Detroit Dis- 
tricts the sole source of supply of nat- 
ural gas until on or about November 
1, 1949, was the pipe line of the Pan- 
handle Eastern Pipe Line Company. 
Michigan Consolidated Gas Company 
under its contract with Panhandle was 
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guaranteed a minimum of 985 stu 
per cubic foot and actually receives ap- 
proximately 1,000 stu or better. Un- 
der presently filed rules and regula- 
tions with the Federal Power Com- 
mission, Panhandle is permitted to re- 
duce its guaranteed minimum heating 
value to 950 stu per cubic foot. 

Under existing contracts the peti- 
tioner is limited to a fixed supply of 
gas from Panhandle and the expanding 
needs of its markets will have to be 
supplied entirely from the Michigan- 
Wisconsin Pipe Line Company. In 
each of these districts the two sources 
of supply are made available to the dis- 
trict at points several miles apart, mak- 
ing it impracticable under certain op- 
erating conditions to completely mix 
the gas together before its introduc- 
tion into the distribution system. 

The result of the variation in the 
proportion of gas received from the 
two sources of supply into the dis- 
tribution system at widely separated 
points is to create an indeterminable 
and indefinite heating value content 
over a large portion of the system at 
any given time. To illustrate, during 
a day in midsummer it might be as- 
sumed that the supply from Panhandle 
would satisfy the entire requirements 
of the Detroit District and under that 
condition all customers would have ap- 
proximately 1,000 stu gas, but that at 
a time of maximum load in the winter 
time when the requirements of Detroit 
are in excess of three times the supply 
from Panhandle, over two-thirds of 
the district would be receiving 958 
BTU gas while the remainder would be 
receiving approximately 1,000 sru 
gas. 

This situation results in two im- 
portant difficulties ; first, that it makes 
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it impossible for the company to cor- 
rectly administer its therm rates for 
large volume sales and, second, that 
among all other customers who are 
served on cubic foot rates, some would 
receive a higher heating value gas 
than others and yet pay the same rate 
as those having a lower heating value. 

In order to avoid these difficulties 
the company proposes that in these 
two districts it be permitted, when nec- 
essary, to reduce the heating value of 
the Panhandle gas to approximately 
958 stu per cubic foot and suggests 
two methods for accomplishing this re- 
sult. Each method has been shown to 
be entirely practical from an engineer- 
ing standpoint, and that the resulting 
gas can be utilized in the customers’ 
present equipment with entire satis- 
faction and without adjustment of any 
kind. The cost of one proposed meth- 
od is considerably in excess of the oth- 
er and the record shows that the com- 
pany believes that either method will 
produce equally satisfactory results. It 
is obvious that the difficulties stated 
above would completely disappear aft- 
er making this adjustment in heating 
value as each of these two districts 
would then have available to it gas of 
practically the same heating value in 
all parts of the distribution system and 
during the entire year. 

[1] At the resumption of the hear- 
ing in this proceeding on April 5, 
1950, counsel for intervenor, city of 
Detroit, moved to dismiss the petition 
filed by the company upon the broad 
general grounds that while said .peti- 
tion was one purportedly seeking a 
change in rules, it was in reality a pe- 
tition for a rate increase. Specifically, 
counsel for the city of Detroit moved 
to dismiss the application in the fol- 


lowing language: “So at this time I 
desire to make a formal motion to dis- 
miss the application because of the 
failure of the applicant to introduce 
testimony bearing upon its obligation 
to prove the necessity of the order 
sought for, particularly in so far as its 
effect upon the company’s revenue is 
concerned.” 

The county of Wayne, the city of 
Highland Park, and the Wayne Coun- 
ty CIO Council concurred with the 
city of Detroit in its motion to dis- 
miss. 

It is contended by the applicant that 
the present matter is limited entirely 
to the problem of bringing the com- 
pany’s rules into a practical harmony 
with the facts and with the operating 
practices that will have to be followed, 
and that the matter of rates is not 
properly a subject to be taken up in 
this particular proceeding. The Com- 
mission has sustained this position and 
has excluded from the record all mat- 
ters relating to rates as it is of the 
opinion that the modification of the 
rules of the company to comply 
with the characteristics of the 
gas supply now available for distri- 
bution and to eliminate discrimina- 
tion between customers of the same 
category can and should be handled 
separately from a rate proceeding. In 
taking this position, however, the 
Commission is not unmindful of the 
fact that some increase in the com- 
pany’s revenues will result from the 
proposed reduction of the heating 
value of Panhandle gas to 958 stu per 
cubic foot, but it is believed that this 
increase will be kept to a minimum and 
will, in fact, be deferred until late this 
fall by the following proposed operat- 
ing procedure. 
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In the Detroit District the Pan- 
handle gas will be distributed without 
change either as the sole supply or 
mixed with Austin pipe-line gas at 
Melvindale Station until the load in 
the district becomes so great that it is 
impractical to transport the Austin line 
gas to Melvindale. After that con- 
dition is reached, which will pre- 
sumably be sometime this fall, the 
heating value of the Panhandle gas 
will be reduced to the heating value of 
the Austin line gas so that while the 
heating value of the gas in the district 
will be lower at some times than oth- 
ers, all customers at any one time will 
be receiving the same quality of gas. 

[2] In the Ann Arbor District there 
will be no reduction in the heating 
value of the Panhandle gas until the 
market requirements are large enough 
to require supplemental gas from the 
Austin line to such an extent that a 
discriminatory condition will be cre- 
ated by the difference in heating value 
in different parts of the district. In 
this connection it should be noted that 
some Austin line gas can be mixed 
with Panhandle gas at the old manu- 
factured gas plant without creating 
discrimination. In fact, it is the opin- 
ion of the Commission that a tempo- 
rary difference of as much as 2 per 
cent in the heating value in different 
sections of the district will not be dis- 
criminatory as it has long been recog- 
nized by all regulatory bodies that a 
gas meter error of 2 per cent or less, 
plus or minus, is not unreasonable. 
After the difference in heating value 
becomes more than 2 per cent it will 
then be necessary to reduce the heating 
value of the Panhandle gas to that of 
the Austin line gas. 


It would appear proper to mention 


117 


at this point that monthly operating 
reports of the Michigan Consolidated 
Gas Company are filed with this Com- 
mission for the purpose of making 
available to it a current knowledge of 
the earnings position of the company ; 
and that any intervenor in this pro- 
ceedings, in fact, any municipality re- 
ceiving service from the applicant, or 
the Commission itself, can promptly 
and effectively institute a rate proceed- 
ing with respect to this company 
whether or not rates are considered in 
this particular case. 

The Commission after a careful con- 
sideration of this matter finds: 

1. That the application of the com- 
pany to modify the rules that specify 
the BTu content of the natural gas dis- 
tributed by it is one which in form and 
content may properly be heard, con- 
sidered and disposed of by this Com- 
mission in the due exercise of its stat- 


utory regulatory function and dis- 
cretion. 


2. That said application presents an 
operational problem arising from a 
factual situation confronting the com- 
pany and which problem can and prop- 
erly should be treated at this time as 
being separate and divisible from any 
rate consideration incident to, or 
which may or will be created by the 
granting of the prayer of said applica- 
tion by the Commission. 

3. That the hearing on said appli- 
cation was properly confined and limit- 
ed in scope to the matters contained 
in and contemplated by said applica- 
tion, the Commission reserving to a 
later date, either on its own motion, 
or upon complaint of any interested 
proper party, the question and dis- 
position of the effect upon revenues 
and ultimate rates of the company aris- 


83 PUR NS 





MICHIGAN PUBLIC SERVICE COMMISSION 


ing from the grant of the prayer of ap- 
plicant company. 

4. That the company has sustained 
the burden of proof of showing need 
for the modification of its present rules 
and the granting of its prayer for relief 
and that accordingly, and for the other 
reasons hereinabove given, the motion 
of the city of Detroit to dismiss the pe- 
tition of the company should be de- 
nied. 

5. That the proposed modification 
or stabilization of gas in the Detroit 
and Ann Arbor Districts will be to the 
best interest of the customers and 
should be performed by the Michigan 
Consolidated Gas Company in the 
most economical and practical manner 
at those times, and only at those times, 
necessary to prevent discrimination be- 
tween customers because of the dif- 
ference in the quality of gas supplied 
to different sections of the same dis- 
trict. 

6. That the proposed modification 
of the company’s rules and regulations 
to agree with the necessities brought 
about by the company’s sources of sup- 
ply of natural gas is proper and in ac- 
cord with the Commission’s General 
Order D-1982 and should be ap- 
proved. 


McCartuy, Chairman, dissenting 
in part: I find myself unable to agree 
with Commissioners White and Mar- 
shall in some respects in the above or- 


der. I agree as a matter of fact that 
it is necessary, because of the source 
of supply, to revise the rules that spec- 
ify the BTU content. However, I do 
not believe that it is equitable for cus- 
tomers who have been receiving nat- 
ural gas of a specified BTU content to 
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receive something less than that pre- 
viously received without having the 
opportunity to have knowledge of the 
impact on their present rate. In my 
opinion it is discriminatory in that 
customers on a therm basis will not be 
affected ratewise by the change, where- 
as customers on a volumetric basis will 
actually be paying for the additional 
volume of gas necessary to produce 
the same BTU value as previously en- 
joyed. 

The proposed operating procedure 
of the company relative to reduction of 
the Panhandle gas to 958 Bru per cu- 
bic foot may in fact be deferred until 
some future date and a resulting in- 
crease in company revenue thereby be 
postponed until the actual operation. 
Nevertheless, the finality of this order 
is very apparent in that the majority 
of the Commission in paragraph 3 of 
the Findings “reserves until a later 
date the question and disposition of 
the effect upon revenues and ultimate 
rates.” The end result is that, as far 
as this present proceeding in the mat- 
ter of BTU reduction is concerned, the 
Commission has, until it takes further 
action on its own motion, or upon 
complaint, lost continuous jurisdic- 
tion. 

It is my opinion and so expressed 
from the date of the first hearing, Feb- 
ruary 20, 1950, that this matter be 
kept open for continuing Commission 
jurisdiction as to the rate matter which 
should follow as soon as the operation 
produced an effect on revenue whether 
in the immediate future or during the 
fall of this year as alleged. I dissent 
upon the premise that, after granting 
permission to change the rule as 
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sought, it is desirable in the public in- 
terest to continue the whole matter un- 


til the result as to revenue and rates 
is a matter of record. 





COLORADO SUPREME COURT 


Citizens Utilities Company et al. 


City of La Junta et al. 


No. 16249 
— Colo —, 215 P2d 332 
February 6, 1950 


N BANC. APPEAL from state District Court judgment revers- 
E ing decision of Commission authorizing distribution of one- 
half of reparation fund to utility engaged in retail distribu- 
tion of gas; affirmed and entire fund ordered distributed to 

ultimate consumers. 


Reparation, § 43.1 — Parties entitled to benefit — Wholesale gas rate reduction. 


Funds impounded pending appeal from an order of the Federal Power 
Commission reducing wholesale rates for natural gas belong, after affirm- 
ance of the order, to the ultimate consumers who, during the period of im- 
poundment, paid retail rates based on the wholesale rates which were ad- 
judged excessive and not to the intervening utility engaged in the retail dis- 


tribution of gas. 


APPEARANCES: Milton S. Gould, 
New York city, Lawrence Thulemeyer, 
La Junta, J. L. Rice, Denver, for plain- 
tiff in error; John W. Metzger, At- 
torney General, Allen Moore, Deputy 
Attorney General, Paul M. Hupp, As- 
sistant Attorney General, amici curiae, 
on behalf of the formal respondent be- 
low; Chas. E. Sabin, La Junta, Robert 
R. Sabin, La Junta, Perry E. Wil- 
liams, Rocky Ford, William L. Gobin, 
Rocky Ford, Cover Menden Hall, 
Rocky Ford, Willard Allen, Las 
Animas, Fred E. Sisk, Las Animas, 
L. E. Langdon, Pueblo, Myles P. 


Tallmadge, Denver, Byron G. Rogers, 
Denver, for defendants in error. 


Hays, J.: We will herein designate 
the parties as they appear below, viz., 
city of La Junta et al., as petitioners; 
Citizens Utilities Company as inter- 
venor; and the Public Utilities Com- 
mission of the state of Colorado as 
Commission. 

This action was brought by peti- 
tioners to review a decision of the Com- 
mission approving distribution to local 
consumers of natural gas of one-half 
of a fund of $176,278.82, held in the 
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custody of the United States circuit 
court of appeals, and the other half 
thereof to the intervenor for rehabil- 
itation of its local pipe lines said to 
have rapidly deteriorated because of 
peculiar soil conditions. 

The trial court reversed the decision 
of the Commission, in so far as the 
same authorized the distribution of 
one-half of said fund to the intervenor, 
and sustained it in all other particu- 
lars. 

The intervenor, during all times 
herein mentioned, operated plants for 
the distribution of natural gas at re- 
tail to consumers in the city of La 
Junta and in and near surrounding 
municipalities, pursuant to rate sched- 
ules filed with, and approved by, the 
Commission. The intervenor pur- 
chased said gas at wholesale from 
Colorado Interstate Gas Company, 


and the rates paid by the ultimate cus- 
tomers of the intervenor were based, 
inter alia, upon those paid to the 
Interstate Company. 

As a result of proceedings instituted 
March 14, 1939, before the Federal 


Power Commission, the Interstate 
Company was ordered March 18, 
1942, 3 FPC 32, 43 PUR NS 205, 
to reduce its wholesale rates to the 
intervenor. Thereafter an appeal was 
taken by the Interstate Company to 
the circuit court of appeals where it 
obtained a stay of the Power Commis- 
sion’s order reducing said wholesale 
rates and permitting the use of the old 
rates, pending appeal, on condition 
that the Interstate Company deposit 
with said court, out of wholesale 
charges collected, the difference be- 
tween the rates then charged by the In- 
terstate Company and the lower rates 
prescribed by the Power Commission. 
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During the pendency of said appeal in 
the circuit court and in the United 
States Supreme Court, viz., from May 
20, 1942, to September 25, 1945, to 
which we hereinafter refer as the im. 
poundment period, there accumulated 
in said fund, on account of the said de. 
posits, the sum of approximately 
$176,278.82, plus interest to date, 
which fund forms the subject matter 
of this controversy. 

The order of the Power Commis. 
sion reducing said wholesale rates 
was sustained on appeal. Colorado 
Interstate Gas Co. v. Federal Power 
Commission (1944) 54 PUR NS 1, 
142 F2d 943; Id., (1945) 324 US 
581, 89 L ed 1206, 58 PUR NS 65, 
65 S Ct 829, and the fund is still held 
subject to order of the circuit court of 
appeals, awaiting proper determina- 
tion as to its disposition. 

Following the affirmance by the 
United States Supreme Court of the 
order of the said Federal Power Con- 
mission, the intervenor made applica- 
tion to the circuit court of appeals for 
an order authorizing the payment of 
the fund to said intervenor, claiming 
that it was entitled to the fund as of 
right since it was created by payments 
made by the intervenor to the Inter- 
state Company, which application was, 
on November 9, 1945, denied without 
prejudice. Thereafter upon request of 
Public Utilities Commission the Court 
withheld distribution of the fund 
pending action of said Commission. 

November 5, 1945, following a 
series of conferences between the Com- 
mission, the intervenor and respective 
counsel, there was filed before the 
Public Utilities Commission upon its 
own motion a proceeding entitled “In 
Re Rates, Practices, Rules, and Regu- 
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lations of the Citizens Utilities Com- 
pany,” Case No. 4932, on the docket 
of said Commission, which was in- 
itiated by the filing of a “statement” 
otherwise referred to as “Decision 
No. 25102.” 

Following the hearing on the above 
complaint or decision, it was deter- 
mined, in so far as pertinent, on Jan- 
uary 14, 1947, Decision No. 27319, 
67 PUR NS 53, that the impounded 
fund belonged solely to the interve- 
nor’s customers who had purchased 
gas during the impoundment period, 
and that the intervenor had no in- 
terest therein. 

Thereafter intervenor petitioned the 
Commission for a rehearing in which 
it claimed to be the sole owner of said 
fund, but purposed that in the event 
the same was turned over to it, that 
one-half thereof would be paid to the 
consumers and the other half used by 
intervenor to rehabilitate its mains and 
connections which, as said, had eroded 
because of unusual local soil condi- 
tions. 

Thereafter, and on January 3, 1948, 
there was filed “Commissioner’s Sup- 
plemental Order” (Decision No. 296- 
85) 73 PUR NS 59, wherein the 
Commission again found that the ul- 
timate local customers of gas were the 
sole owners of said fund, but never- 
theless, because of some doubts said to 
exist as to the regularity of the pro- 
ceedings and the jurisdiction of the 
Commission, accepted intervenor’s 
proposal and thereupon ordered that 
one-half of said fund should be award- 
ed to intervenor for the replacement of 
its mains and connections. 

Subsequently, on January 31, 1948, 
petitioners herein and customers of 
intervenor, during the impoundment 
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period, brought this action in the dis- 
trict court against the Public Utilities 
Commission to review the proceedings 
before said Commission and in due 
course, in response to a citation, the 
Commission certified its complete rec- 
ords tothe court. Thereafter, Citizens 
Utilities Company intervened and, fol- 
lowing denial of its motion to quash 
the writ and dismiss the case, an- 
swered, in which it challenged the ju- 
risdiction of the court to review, and 
the right of petitioners to maintain 
the action, again asserting that the 
Commission, whose proceedings were 
to be reviewed, had no jurisdiction or 
authority to order the funds, or any 
part thereof, paid to intervenor’s cus- 
tomers, “except upon the request and 
with the consent of this  inter- 
venor .. .” 

The trial court on January 4, 1949, 
following the trial on the issues raised 
by the pleadings found in favor of pe- 
titioners and against the intervenor; 
reversed the Commission in so far as 
it authorized the distribution of one- 
half of the fund to intervenor; and af- 
firmed its action in all other particu- 
lars. The judgment of the trial court 
to the above effect is here for review. 

Four days before the case was 
docketed in this court, April 22, 1949, 
and on to wit, April 18, 1949, all of 
the questions advanced by intervenor 
as to the ownership of said fund, was 
conclusively decided adverse to its con- 
tentions in Federal Power Commis- 
sion v. Interstate Nat. Gas Co. (1949) 
336 US 577, 93 L ed 895, 79 PUR 
NS 45, 47-50, 69 S Ct 775, 778, the 
opinion being delivered by Mr. Jus- 
tice Douglas. The following are ex- 
cerpts therefrom: 

“The basis of the claim stated in 


83 PUR NS 





COLORADO SUPREME COURT 


their petitions for intervention is that 
they are entitled to the fund as of 
right, since it was created by their 
payments. But we would be unmind- 
ful of the purpose of the act and the 
responsibility of the Federal courts un- 
der it, if we so ruled. The aim of the 
act was to protect ultimate consumers 
of natural gas from excessive charges. 
See Federal Power Commission v. 
Hope Nat. Gas Co. supra, 320 US 
[591], 610, 612, 88 L ed [333], 349, 
350, 51 PUR NS [193], 205, 206, 64 
S Ct [281], 291, 292. They were 
the intended beneficiaries of rate re- 
ductions ordered by the Federal Com- 
mission, though state machinery might 
have to be invoked to obtain lower 
rates at the consumer level. The rates 
charged a wholesaler are part of its 
costs, reflected in its rate base. Re- 
duction of those costs normally will 
lead in due course to reduction in its 
resale rates, unless we are to assume 
that the passage of the Natural Gas 
Act was an exercise in futility. . . 


“Tt is the responsibility of the court 
which distributes the fund accumulated 
under its stay order ‘to correct that 
which has been wrongfully done by 
virtue of its process.’ United States 
v. Morgan (1939) 307 US 183, 197, 
83 L ed 1211, 1220, 29 PUR NS 47, 
56, 59 S Ct 795, 802. That respon- 
sibility plainly cannot be discharged by 
payment of the fund to those who show 
no loss by reason of the court’s action. 

“. . . The Federal court, through 
exercise of its power under § 19 of the 
act [15 USCA § 717r, 4 FCA title 15, 
§ 717r], issued the stay order under 
which the fund was accumulated. 
When a Federal court of equity grants 
relief by way of injunction it has a 
responsibility to protect all the interests 
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whom its injunction may affect. In- 
land Steel Co. v. United States 
(1939) 306 US 153, 83 L ed 557, 
59 S Ct 415. It assumes the duty to 
make disposition of the fund in accord 
with equitable principles... . If ina 
particular case the court reaches the 
question of reasonableness of rates, it 
does so only for purposes of distrib- 
uting the fund for whose creation it 
alone was responsible. It does not fix 
or prescribe rates for the past or the 
future. The reasonableness of rates 
charged by the companies who claim 
the fund is wholly ancillary to the 
problem of determining what claim- 
ants are equitably entitled to share in 
it. See Atlantic Coast Line R. Co. 
v. Florida (1935) 295 US 301, 79 
L ed 1451, 55 S Ct 713; United States 
v. Morgan, supra. 

“If clear and speedy state remedies 
are available, the Federal court might 
hold the fund until those having the 
final say on the state law questions 
have spoken. Cf. Thompson v. Mag- 
nolia Petroleum Co. (1940) 309 US 
478, 483, 84 L ed 876, 880, 60 S Ct 
628, 630; Spector Motor Service v. 
McLaughlin (1944) 323 US 101, 89 
L ed 101, 65 S Ct 152. But in the 
absence of such a showing the Federal 
court in the interest of dispatch should 
proceed to determine the questions, re- 
lying on such sources of local law as 


may be available, including informa-, 


tion from state regulatory agencies. 
The Federal court may in its discre- 
tion disburse the funds directly to 
either the local distributing companies 
or the ultimate consumers or work out 
an administrative scheme whereby the 
distribution is made pursuant to di- 
rectives of state agencies. 
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“Tn conclusion, the task of the Fed- 
eral court in distributing the fund ac- 
cumulated by virtue of its stay order 
is to undo the wrong which its process 
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caused. The basic problem, therefore, 
is not to fix rates but to determine who 
suffered a loss as a result of the court’s 
action in granting the stay. What in 
fact would have happened as a conse- 
quence of Federal or state law if the 
stay had not been issued, no one can 
know for a certainty. But the Federal 
court must make its prognostication, 
whether an excursion into Federal or 
state law questions is entailed. Dis- 
tribution of the fund should not involve 
prolonged litigation. It is an admin- 
istrative matter involving the exercise 
of an informed judgment by the Fed- 
eral court and should have the flexibii- 
ity and dispatch which characterize the 
administrative process.” 

From the foregoing opinion of the 
United States Supreme Court and au- 
thorities therein cited, it is conclusive- 
ly established that the intervenor’s 
customers, during the impoundment 
period, are the sole owners of the fund 
in question ; that the intervenor has no 
right, title or interest therein ; and that 
the fund is held in trust for those from 
whom it was unlawfully taken. 

The intervenor’s schedule of rates, 
which were in effect during the im- 
poundment period, were at all times 
on file with, and approved by, the 
Commission, and, so far as this record 
shows, there was no deviation there- 
from. It necessarily follows that no 
valid claim against the intervenor 
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could be made for such period by the 
petitioners for reparations or dam- 
ages, and likewise no valid claim could 
be made by intervenor against Col- 
orado Interstate Gas Company for 
overcharges. It is simply a situation 
where the Interstate Company collected 
from the ultimate customers of the 
intervenor excessive charges, using the 
intervenor as a catspaw therefor. The 
intervenor has shown no loss by the 
transaction because it collected from 
its customers all that it was entitled 
to receive under its schedule of rates. 

Originally there was in the fund 
something over $8,000,000 which ac- 
cumulated as a result of overcharges 
paid to the Interstate Company by dis- 
tributors in Denver, certain northern 
Colorado cities and towns, Pueblo, 
Colorado Springs, and Cheyenne, 
Wyoming, which distributors occupy 
the same relative position as inter- 
venor herein. No part of said fund 
was paid to, or claimed by, any of said 
distributors and all of said fund ex- 
cept the part here in question, has now 
been paid to the ultimate gas consum- 
ers which were found by the Federal 
court to be eligible to receive the 
same. 

The intervenor, having no right, 
title, or interest in the fund, is in no 
position to raise technical objections 
in proceedings in which it is not con- 
cerned, and should not be permitted 
to further delay the distribution of 
said fund among its rightful owners. 

The judgment of the trial court is 
accordingly affirmed. 
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NEW YORK STATE PUBLIC SERVICE COMMISSION 


Re Beach Transit Corporation 


Case 13509 
April 25, 1950 


emer to revoke certificate of omnibus line because of 


revocation of local consent; 


certificate revoked. 


Certificates of convenience and necessity, § 149 — Revocation. 
A certificate of convenience and necessity authorizing the operation of an 
omnibus line in a city should be revoked upon a showing that the city has 
revoked its consent to the operation of the line for failure of the company 
to comply with conditions set forth in the consent. 


APPEARANCES: Sherman C. Ward, 
Acting Counsel (by Philip Hodes, 
Associate Attorney), for the Public 
Service Commission; Harry M. 
Krokow, New York city, Attorney, 
for Beach Transit Corporation; Sol 
Paseltiner, Yonkers, Attorney, for 
Beach Transit Corporation; Harold J. 
Drescher (by Jacob Katz), New York 
city, Attorney, for Nassau Bus Lines; 
Bernard M. Bailey, Corporation 
Counsel, Long Beach, for the city of 
Long Beach. 


By the Commission: The Beach 
Transit Corporation has previously 
been granted authority, in Case 13509, 
for the operation of an omnibus line in 
the city of Long Beach and in the ad- 
jacent portion of the town of Hemp- 
stead. The present proceeding in Case 
13509 was instituted following the re- 
ceipt of a certified copy of a resolution 
of the common council of the city of 
Long Beach directing the corporation 
counsel “to forthwith notify the Pub- 
lic Service Commission of the state of 
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New York of the termination of the 
consent and franchise heretofore 
granted by the city of Long Beach to 
the Beach Transit Corp. ‘ 
and “to request the Public Service 
Commission of the state of New York 
to revoke the certificate of convenience 
and necessity heretofore issued to the 
Beach Transit Corp. oy 


Hearings were held on January 20 
and February 14, 1950. Briefs were 
filed on February 28th and reply briefs 
on March 7, 1950. 


The facts in this case are relatively 
simple and for the most part were not 
the subject of much controversy. 


A certified copy of the original con- 
sent granted by the city of Long 
Beach to Beach Transit was received 
in evidence as Exhibit 18. It is dated 
December 29, 1947, and is for a term 
of twenty-five years. The following is 
a summary of the provisions thereof 
which are involved in this proceeding: 

Paragraph (h). . Requires the com- 
pany to use at least 14 busses of which 
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RE BEACH TRANSIT CORP. 


at least 4 shall be 39-passenger vehi- 
cles. Requires that all “temporary 
equipment” be replaced with new 
equipment within six months and that 
the company “will have among its as- 
sets busses of the approximate value 
of $100,000.” 

Paragraph (j). Requires the com- 
pany to pay the city of Long Beach one 
per cent of the gross monthly income 
derived from its total bus operations. 

Paragraph (t). Provides that be- 
fore consent shall be effective, the 
company shall file with the city clerk a 
bond in the sum of $25,000 with a 
corporate surety thereon to the effect 
that the company will hold the city of 
Long Beach harmless from any liabil- 
ity. It further provides that the bond 
shall be filed not later than ten days 
from the date of issuance by the Public 
Service Commission of a certificate of 
public convenience and necessity. 


By letters dated December 19 and 
21, 1949, respectively, the two mort- 
gagees notified the city of Long Beach 
that Beach Transit had failed to make 
certain payments due under chattel 


mortgages held by them. Certified 
copies of these letters were received in 
evidence as Exhibits 23 and 24. 

On January Ist, the Long Beach 
city council adopted the following res- 
olution : 

“Whereas, the Beach Transit Corp. 
has abandoned the franchise to operate 
busses within the city of Long Beach 
by reason of the notice received by the 
city, that the mortgage of the equip- 
ment of said Beach Transit Corp. was 
in default by reason of nonpayment 
and amortization and interest thereon, 
and by reason of the further overt acts 
on the part of the Beach Transit Corp. 
by discharging all of its employees of 
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said corporation, effective midnight 
December 31, 1949, and the failure of 
said corporation to license its equip- 
ment for the year 1950, and 

“Whereas, the Nassau Bus Line, 
Inc., has at the request of the Public 
Service Commission of the city of New 
York consented to supply service for 
the city of Long Beach during the 
emergency caused by the abandonment 
of its franchise by the Beach Transit 
Corp., now, therefore, be it 

“Resolved, that the city manager be 
and he hereby is authorized to enter 
into an agreement with Nassau Bus 
Line, Inc. to save and hold said corpo- 
ration harmless from any damage oth- 
er than loss of revenue arising out of 
said emergency service.” 

On January Ist, at 5:50 a. m. that 
morning, Beach Transit placed in 
operation a bus hired from the Com- 
modore Coach Corp. The testimony 
as to just what happened after that is 
contradictory. According to Mr. 
Greenfield, at 2:30 p. m. the police 
ordered this bus off the streets, telling 
them that the drivers would be ar- 
rested and the bus impounded if it 
continued to operate. It is claimed by 
the city of Long Beach that the bus 
in question was a sight-seeing bus and 
that it did not indicate that it was a 
bus of the Beach Transit Corporation, 
but according to Mr. Greenfield the 
bus had a sign indicating that it was 
being operated in the service of the 
Beach Transit Corporation. The tes- 
timony is also not clear as to when, 
on whose complaint, or on what 
charges, one or more Beach Transit 
drivers were arrested. It is, however, 
conceded by Mr. Bailey that he told 
Mr. Greenfield that “no longer having 
a franchise he would not be permitted 
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to operate with impunity on the streets 
of the city of Long Beach.” 

Under the statutes of this state, be- 
fore a motor bus line can legally oper- 
ate two conditions must be complied 
with: (1) a proper local consent must 
be secured from any city through 
which the line is to operate, and (2) a 
certificate of convenience and necessity 
must be secured from the Public Serv- 
ice Commission. It definitely appears 
from the evidence received at the pub- 
lic hearings held in this proceeding 
that Beach Transit Corporation failed 
to comply with the conditions set forth 
in the consent granted by the city of 
Long Beach and that thereafter that 
city revoked its consent. Beach 


Transit Corporation was therefore 
without a consent from the city of 
Long Beach and its continued opera- 
tion would be in violation of the stat- 


ute. Under these circumstances the 
Commission believes that the certifi- 
cate of convenience and necessity 
granted to this corporation should be 
revoked. 

Any question of the legality of the 
action of the city of Long Beach in re- 
voking its consent has been deter- 
termined in a proceeding brought by 
Beach Transit Corporation against 
the city of Long Beach. In that pro- 
ceeding Justice Daley, sitting in 
supreme court, Nassau county, on 
March 30, 1950, handed down a deci- 
sion wherein he held: 

“Tn this action to enjoin the defend- 
ants from interfering with the plain- 
tiff’s operation of an omnibus line in 
the city of Long Beach, for a declara- 
tory judgment that the acts of the 
common council of the city in termi- 
nating the franchise of the plaintiff to 
operate in the city of Long Beach are 
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illegal and void, and that the ordi- 
nance granting a temporary permit to 
the defendant Nassau Bus Line, Inc., 
to operate busses in the city of Long 
Beach was likewise illegal and void, 
and to enjoin the said company from 
operating within the city of Long 
Beach, in alleged competition with the 
rights granted to the plaintiff, pursu- 
ant to an alleged franchise, the court 
reserved decision upon the defendants’ 
motion to dismiss the complaint at the 
end of the plaintiff’s case. The basis 
of the entire cause of action is a con- 
spiracy between defendants and a local 
political leader to deprive the plaintiff 
of its franchise rights, and to grant 
them to a competitor, but the plaintiff's 
case was devoid of any such proof. 
Indeed, the proof shows that subse- 
quent to the alleged conspiracy, the 
officials of the city of Long Beach co- 
Sperated with the plaintiff in reducing 
is financial burdens, in order to enable 
it to continue, and that by its own ac- 
tions, plaintiff abandoned its fran- 
chise and left the city virtually with- 
out bus service, as a consequence of 
which the administration which went 
into office on January 1, 1950, passed 
an ordinance permitting the defendant 
Nassau Bus Line, Inc., to oper- 
ate busses in the city as an emergency 
measure. It was conceded upon the 
trial that on January 1 and January 2, 
1950, all of the plaintiff’s busses were 
in the garage and no New York state 
license plates had been obtained from 
them; that only one bus was being 
operated and that had been rented by 
the plaintiff from the Commodore Bus 
Company of Manhattan, and was be- 
ing operated by a Commodore driver 
and one Kohler, a driver of the plain- 
tiff, who collected the fares. Under 
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these circumstances, the plaintiff has 
failed to establish a cause of action, 
and its complaint must, therefore, be 
dismissed.” 

For the reasons above set forth, 
and in view of the decision of the 


supreme court, an order should be 
issued abrogating the certificates of 
convenience and necessity granted by 
orders adopted by this Commission 
on April 20, 1948, and June 1, 
1949. 





FEDERAL POWER COMMISSION 


Re Jersey Central Power & Light 


Company 


Docket No. G—1324 
May 4, 1950 


PPLICATION by electric company for authority to construct 
A and operate natural gas pipe line for a limited use; dis- 
missed for lack of jurisdiction. 


Certificates of convenience and necessity, § 53.5 — When required — Natural gas 


pipe line. 


An electric company need not obtain a certificate pursuant to § 7 of the 
Natural Gas Act, 15 USCA § 717f, to construct and operate a natural gas 
pipe line for the sole purpose of transmitting natural gas for use as boiler 
fuel in its generating plant if the facilities will not be used for the transpor- 
tation or sale of natural gas in interstate commerce for consumption by 


others. 


By the Commission: On Febru- 
ary 10, 1950, Jersey Central Power 
& Light Company (Applicant) a New 
Jersey, corporation with address at 
Asbury Park, New Jersey, filed an 
application for a certificate of public 
convenience and necessity pursuant to 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717f, as amended, authorizing the 
construction and operation of approxi- 
mately 7 miles of 10-inch ID welded 
steel pipe line extending from a point 
of connection on Applicant’s transmis- 
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sion pipe line near Old Bridge and ex- 
tending to Applicant’s electric power 
plant situated in the borough of Sayre- 
ville, Middlesex county, New Jersey. 
Applicant proposes to utilize the de- 
scribed facilities for the purpose of 
transmitting natural gas for use as 
boiler fuel in its electric generating 
plant in Sayreville and for no other 
purpose Applicant has a contract for 
the purchase of a firm supply of natural 
gas from Texas Eastern. Applicant 
proposes to purchase an additional- 
83 PUR NS 
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supply of natural gas on an interrupti- 
ble basis from Texas Eastern in quan- 
tities such as Texas Eastern may of- 
fer and which Applicant may desire to 
accept. No sales are proposed to be 
made by Applicant of this additional 
supply of gas, but such quantities will 
be utilized solely by Applicant at its 
own electric generating plant. 

In its order issued September 28, 
1949, in Docket No. G—1228, the Com- 
mission granted a certificate of pub- 
lic convenience and necessity authoriz- 
ing Applicant to construct and operate 
a pipe line extending from an intercon- 
nection with the natural gas pipe line 
of Texas Eastern Transmission Cor- 
poration approximately 39.4 miles to 
Applicant’s gas manufacturing plant 
at Long Branch, New Jersey. The 
pipe line for which authorization is 
sought herein extends from a point of 
connection with the line authorized in 
Docket No. G-1228. In its order 
issued September 28, 1949, in Docket 
No. G-—1228, the Commission pro- 
vided that the pipe line therein au- 
thorized should be utilized for the 
“transportation of natural gas pro- 
duced outside of New Jersey to its 
(Applicant’s) Long Branch plant 

” No authorization was grant- 
ed i in that docket for the utilization of 
the line therein authorized for any 
other purpose. 


The Commission finds: 

(1) The natural gas transmission 
facilities authorized by the Commission 
in Docket No. G-1228 may be utilized 
only for the purposes set forth in said 
order, and the operation here proposed 
may not be performed until, upon 
proper petition, the Commission modi- 
fies the certificate in Docket No. 
G—1228 to so provide. 

(2) The facilities proposed to be 
constructed by Applicant, as described 
in its application in this proceeding, 
are to be used solely by Applicant for 
the transportation of natural gas to its 
electric generating plant and no sales 
of natural gas are to be made by means 
of these facilities for public consump- 
tion. 

(3) The facilities sought to be con- 
structed by Applicant would not be 
used for the transportation or sale of 
natural gas in interstate commerce for 
consumption by other than the Appli- 
cant. 

(4) The facilities described by Ap- 
plicant do not require a certificate of 
public convenience and necessity pur- 
suant to § 7 of the Natural Gas Act, 
supra, as amended. 

The Commission orders: 

The application in this proceeding be 
and it is hereby dismissed for lack of 
jurisdiction over the facilities proposed 
to be constructed and the operation 
thereof. 
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Springfield Boiler Announces 
Appointment of Representatives 


PRINGFIELD Borer Company, Springfield, 

Illinois, manufacturer of power plant 
steam generating equipment, announces the 
appointment of H. L. MacElroy as manager 
of its Chicago office, located at 612 N. Michi- 
gan avenue, and factory sales representative 
for the company in the Chicago area. 

In Boston, Seltzer & Company, Inc., has re- 
cently been appointed representative for 
Springfield with headquarters located at 805 
Beacon street, Boston 15. Other recent Spring- 
field appointments include Krewasco Corpora- 
tion at 252 Mt. Hope avenue, Rochester 7, 
New York, covering western New York state. 


Equitable Gas Plans New 
Pipeline Facilities 


Jrovrrams Gas Company, of Pittsburgh, 
Pa., has applied for authority to construct 
natural gas facilities near Waynesburg, Pa., 
which would increase the capacity of the com- 
pany’s pipeline system by approximately 
21,000,000 cubic feet per day. 

The proposed project, estimated to cost 
$1,684,700, includes a new compressor station, 
a dehydration plant, and a total of 32,200 feet 
of 16-inch, 4,700 feet of 12-inch, 42,000 feet 
of 6-inch, and 11,000 feet of 8-inch pipelines. 


McCabe-Powers Auto Acquires 
American Coach & Body 


Mita tees Auto Body Company, St. 
Louis, Mo., has purchased the American 
Coach & Body Company, Cleveland, Ohio, the 
oldest and largest manufacturer of automotive 
equipment for public utilities. The announce- 
ment was made jointly by John J. Powers, vice 
president of McCabe-Powers and Robert W. 
Hadley, president of American Coach & Body. 

Products of both companies will continue 
to be manufactured in both companies’ plants. 

The public utility division of McCabe- 
Powers, with this acquisition of American 
Coach & Body, will be known as the “Powers- 
American” Division of the firm. 


A-C Bulletin 


| Dar and construction features of Allis- 
Chalmers’ power and distribution trans- 
formers—both large and smail and secondary 
network—are described in a new 16-page bulle- 
tin released by the company. 

Also covered are the three types of load- 
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ratio-control mechanisms available on Allis- 
Chalmers’ power transformers, depending on 
the voltage, kva capacity, and other circuit 
conditions. 

The bulletin also discusses step regulators, 
pole-type regulators, unit ‘substations of all 
types, and instrument transformers. 

Copies of the bulletin, “Allis-Chalmers 
Power and _ Distribution Transformers,” 
01B6186B, are available upon request from 
Allis-Chalmers Manufacturing Co., 965 S. 70th 
street, Milwaukee, Wisconsin. 


Folding “Gooseneck Trailer” 
Introduced by Martin Machine 


HE new Martin “Folding Gooseneck” 
Trailer in capacities of 20, 27, and 32 tons 
is introduced in a four-page bulletin just 
issued by Martin Machine Company. 
Highly stressed is the quick, easy, one-man 
operation of this trailer which does away 
with ramps. When the “folding gooseneck” is 
lowered to the ground, one man can load or 
unload equipment such as heavy tractors, 
motor graders, and shovels in a fraction of 
the time ordinarily required. Also pictured is 
the lower platform height which makes for 
increased roadability, greater clearance for 
viaducts, bridges and wires. 
This bulletin is available by writing Martin 
Machine Company, Kewanee, Illinois. 


Wm. H. Larkin Joins 
Air Preheater 


R M. Gates, president of Air Preheater 
¢ Corporation, 60 East 42nd street, New 
York City, has announced that William H. 
Larkin has joined the company’s sales organi- 
zation in New York. He formerly was with 
the Sturtevant Division of Westinghouse Elec- 
tric Corporation, in charge of power plant 
work for the eastern district, with headquar- 
ters in New York City. 


Unique Protective Device Limits 
Short Circuit Currents 


Ace limiting device for the protection 
of low voltage switchgear, bus ways, 
circuit breakers, transformers, and other elec- 
trical installations against short circuit damage 
has been marketed by The Chase-Shawmut 
Company, Newburyport, Massachusetts. 

The Amp-trap is said to be of a unique de- 
sign, combining high current inicrrupting 

(Continued on page 26) 
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ability with such extremely fast action that 
the current is cut off long before it can build 
up to dangerous levels. 

Amp-traps are furnished in various models 
and ratings to match the electrical characteris- 
tics of old and new power installations. They 
have high interrupting capacity regardless of 
their current carrying capacity. 

For more information, write The Chase- 
Shawmut Company, 374 Merrimac street, 
Newburyport, Massachusetts. 


Kennedy Valve Appoints 
Vice President 


LAwrENCE KENNEDY has been elected vice 

* president and secretary of The Kennedy 
Valve Mfg. Company, Elmira, New York .He 
has also been elected to the board of directors 
of the company. 

Before joining the Kennedy organization in 
1949, Mr. Kennedy was vice president of 
Charles L. Rumrill & Company, Rochester, 
New York, advertising agency. 


Calgon Issues Folder on 
“Threshold Treatment” 


ere of lime scale deposition by 
“threshold treatment” of the water with 
Calgon is described in a new folder offered by 
the manufacturer, Calgon, Inc., Pittsburgh, 


Pennsylvania. Calgon, a vitreous sodium 
phosphate, is dissolved and the solution is 
added continuously to the water, effective con- 
centrations ranging from about 1 to 10 parts 
Calgon per million of water. Slightly higher 
concentrations have proved effective, it is 
added, in eliminating deposition of other scale- 
forming salts such as calcium sulfate, calcium 
sulfite, and various salts of barium, as well 
as calcium carbonate. Typical applications of 
threshold treatment are cited. 


New Splices and Deadends 
Eliminate Looping, Clamping 


Da for strength and economy is a 
new line of automatic type splices and 
deadends for 5/16 in. and 3/8 in. steel strand 
messenger, static, and guy wires, Strandlink 
and Strandvise are the identifying names. 

Reliable Electric Company, Chicago, the 
manufacturer, claims that their holding power 
surpasses the ultimate strength of standard 
steel strand, irrespective of grade. 

In addition, claim is made for marked in- 
stalled cost reduction, steel strand savings and 
speed of assembly. 

Descriptive literature and samples of Strand- 
link and Strandvise may be obtained from Re- 
liable Electric Company, 3145 Carroll avenue, 
Chicago 12, Illinois. 


(Continued on page 28) 











PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 


legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 


we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, NJ. 





JULY 6, 1950 
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FROM THE 


SMALLEST 


TO THE 


LARGEST 


500 Horsepower— 
83-foot Head 


57,000 Horsepower— 


Ayprautic turbines in all sizes, 
using either Francis or propeller type 
runners, have been built at Newport News 
for use throughout the United States and 
many parts of the world. 


Shown above is one turbine using a 
1644-inch runner in a cast iron spiral cas- 
ing and another using a 23814-inch runner 
in a riveted steel plate spiral casing. 


Newport News built hydraulic turbines, 


81-foot Head 


aggregating a rated output of more than 
5,900,000 horsepower, have been furnished 
for such plants as Grand Coulee, Hoover, 
Norris, Wilson, Dnieprostroy, and many 
others. Hydraulic turbine work now in 
progress at Newport News is in excess 
of 1,000,000 horsepower. Inquiries are 
invited. 


“Water Power Equipment” booklet will 
be sent upon request. 


EWPORT NEWS 


HIPBUILDING AND DRY DOCK CoO. 
EWPORT NEWS, VIRGINIA 








INDUSTRIAL PROGRESS— (Continued) 





Cited for Outstanding Service 
To Gas Industry 


C— A. E. Higgins, manager of utility 
relations of General Electric’s Air Condi- 
tioning Department, was awarded a citation 
for outstanding service to the gas industry at 
the recent annual meeting of the Gas Appli- 
ance Manufacturers’ Association in White 
Sulphur Springs, West Virginia. The award, 
made by Mr. Stanley H. Hobson, president of 
the association, cited Mr. Higgins’ contribu- 
tions to the industry as chairman of the asso- 
ciation’s foreign trade committee from 1948 
to 1950. 

Colonel Higgins has been identified with the 
gas industry since 1927, and is active in a 
number of regional and national gas associa- 
tions, 


New Running Board for 
Line Installations 


OWER line installations are made easier, 

faster, and safer with the new Miller 
Swivel Running Boards, according to the 
manufacturer, General Machine & Welding 
Works, Pomona, California. 

Miller Swivels are said to turn freely under 
load, eliminating line twist and kinking. As a 
result, the kinking caused as the line leaves 
the drum is removed. Line breakage caused by 
kinking is prevented. Also the torque usually 


present in the lead line on long pulls is re- 
lieved. Linemen can make connections easier 
and with greater safety with these torque 
relieved lines. 

After the lead liné is in position over the 
poles and the lineman has positioned the Run- 
ning Board at the first pole, no further pole 
climbing is necessary. 

Detailed literature is available. 


William Wallace Co. Appoints 
Sales Representatives 


Yue WaLtace COMPANY, manufac- 
turers of Metalbestos Gas Vent Pipe, 
has announced the appointment of the follow- 
ing sales representatives: 

Emory C. Perry Company, 3500 South 
Archer avenue, Chicago 9, Illinois, for the 
states of Illinois, Indiana, and Wisconsin. 

W. J. Hacht & Associates, 919 South Main 
street, Royal Oak, Michigan, for the state 
of Michigan. 

Harry O. Donnelly, P. O. Box 5127, Akron 
13, Ohio, for the state of Ohio. 

Allen A, Putt, 120 Cedar street, New York 
6, New York, for Greater New York city, 
southeast Connecticut, and northern New 
Jersey. 

Stanley J. Ormsby, 105 Fox street, Buffalo 
12, New York, for up-state New York and 
northern Pennsylvania. 

Al Paeff, Box 84, Allerton, Massachusetts, 
for the New England states, 





UNSTRANI 


For Guy and Suspension Lines 
—and Other Utility Uses 


Uniform + Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
=~ most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


Write today for our price list and com- 
plete information on Sunstrand Wire 
Rope for utility uses. 


SUNBURY WIRE ROP! 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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one of the country’s newest 


nd most modern substations... 


XIDE-MANCHEX 
BATTERIES 


New Hudson Substation of Public Service Company of New 
Hampshire, a unit in the company’s expansion pro- 
gram. (Photo by P.S.Co. of N.H.) 


Bank of 60 Exide-Manchex EME-11 Batteries in new Hudson Station. 


The new Hudson Substation of Public 
Service Company of New Hampshire is one 
of the most efficiently designed and equipped 
in the country. It’s on the Nashua terminus 
of a 115-kv transmission line from the 
recently constructed Schiller Mercury Steam 
Generating Station. Also, it is a terminus 
of a power exchange across the Massachu- 
setts border. 


In the battery room is a 60-EME-11 Exide- 
Manchex Battery, whichis used forswitchgear 
operation, emergency lighting and communi- 
cation. Considered in its selection were 
its fine service record and many outstanding 
features, which include: 


e the famous manchester positive plate with 
its exclusive lead button construction. 

e slotted plastic separators, impervious to 
chemical and electrical reaction. 


e plastic spacers that maintain plate align- 
ment. 


e the latest development in molded glass jars. 


e@ heavy terminal posts with copper inserts 
for extra conductivity. 


Combined, these and other outstanding 
characteristics assure you of positive switch- 
gear operation. Use the Exide-Manchex for 
all stationary battery applications in central 
and substation service. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


“Exide” and ‘‘Manchex” Reg. Trade-marks U.S. Pat. OJ. 
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OFF THE PRESS! =» PROCEEDINGS OF THE 
1949 CONVENTION OF THE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important volume is printed in a limited 
edition. It contains valuable discussions and 
reports on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Regulation of Small Telephone Companies—Prudent Investment—The Functions of 
Public Utility Rate-Making as a Medium for Selective Pricing—Transportation Regu- 
latory Problems [including discussions on the Results of the 1.C.C. Waypbill Studies, 
Mounting Railroad Passenger Service Deficits, Relative Costs of Short Haul v. Long 
Haul Traffic)—Disposition of Refunds in Natural Gas Impoundment Cases—Legislation 
—Corporate Finance—Valuation—Accounts and Statistics—Engineering. 


These and others 810.00 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1949): 
Report of the Special Committee cooperating with the Federal Communications Commission 
in Studies of Telephone Regulatory Problems. This report brings up-to-date the studies of 
the Special NARUC Committee on Western Electric costs. It is 67 pages in length and 
ES ME OT ID 6. cic css neds 600s usndwss bbGus ee6b)CEsbeécsdras tenes eSeeN $2. 


Telephone Report (1948): 
This report also deals with the problem of Western Electric costs to the telephone industry, 
which was augmented by the 1949 report. It is 78 pages in length and contains illustrations, 
tables and charts. (This report is not included in the volume of Proceedings above referred to.) $2.00 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Commitiee studies, and develops a 
system of procedure providing for allocating telephone operating expenses and investment 
among exchange, state toll, and interstate toll service on both the board-to-board and station- 
to-station bases of rate making (not included in the volume of Proceedings above referred 
to.) Printed, 87 pages $2.00 


Interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(The above three Interpretations not included in the Proceedings) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON 235, D. C. 





Over the past quarter-century utilities 
from coast to coast have standardized 
on CLEVELANDS. This continuing 
acceptance is your assurance of the 
most dependable and satisfactory 
trenching performance at the lowest 
possible cost. CLEVELANDS dig cleaner 
trench—in the tightest places—cutting 
property damage. CLEVELANDS put 
out more work, through higher capac- 
ity, greater adaptability and time- 
saving job-to-job mobility. They work 
a longer season. They cost less to 
operate over a longer working life. 
Get the full story today from your 
local distributor or write direct. 


jo it better... faster...cheaper...easier with 


THE CLEVELAND TRENCHER CO. 
20100 ST. CLAIR AVENUE + CLEVELAND 17, OHIO 
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MERC OID 


AUTOMATIC CONTROLS 


FORTHE HOME AND INDUSTRY 





*** QUALITY 
ACCURACY 
DURABILITY 
PERFORMANCE 
DEPENDABILITY 
SAFETY FEATURES 
EASY INSTALLATION 
QUICK ADJUSTMENTS 
SIMPLIFIED WIRING 
UNFAILING SERVICE 


fguipped with 
Po nay Seow a 
Assuring Longer 
ond Better Service 


Complete catalog sent upon request 





If you have a problem involving the automatic control of pressure, 
temperature, liquid level, h ions, etc., it will pay 
you to consult Mercoid’s engineering staff — olways et your service, 











THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, IL 
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KINNEAR Metal Rolling Doors 


Reducing door costs is not the only gain 
you make when you install Kinnear Rolling 
Doors. You also help cut other plant costs, 
in many ways. 

Coiling upward action permits full use of 
all floor and wall space around openings, 
at all times. You can stack materials within 
an inch or two of the door, inside or out- 
side—or on both sides—without impeding 
its action. This promotes more efficient 
handling of door traffic, deliveries, and 
shipments. 

The smooth, easy action of Kinnear Rolling 
Doors saves time and labor—and no other 
type of door is so well adapted to the extra 
advantages of motor operation. With push- 
button controls at any desired number of 


The KINNEAR Manufacturing Co. 


Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 


1742 Yosemite Ave. 
San Francisco 24 if. 
Offices and Agents in All Principal Cities 


convenient points, the door can be raised 
or lowered quickly at a second’s notice. As 
a result, they are consistently closed more 
quickly after being opened, which brings 
important reductions in heating and air- 
conditioning costs. 

When opened, the doors remain completely 
out of the way, safe from damage by winter 
vehicles. When closed, their rugged all- 
metal interlocking-slat curtain assures ex- 
tra protection against fire, intrusion, wind 
and weather. 

Kinnear Rolling Doors are built in any size, 
to meet the particular specifications of each 
opening, in old or new buildings. Motor 
or manual control. Write for full informa- 
tion. 


Saving Ways in Doorways 


KINNEAR 


DLLING DOORS, 
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We 
Analysts 
Journal 





for every well-informed 
Publie Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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Rates sort NEW 


INTERNATIONAL 
TRUCKS 


CHECK THESE FACTS:— 


1. Every new International Truck is heavy-duty 
engineered to save you money, with the tradi- 
tional stamina that has kept Internationals first 
in heavy-duty truck sales for 18 straight years. 

2. Every new International with Metro* body 
gives you greater-than-ever efficiency in multi- 
stop delivery truck operations. 

3. Six new Metro models are available in GVW 
ratings of from 5,400 to 10,000 pounds; body 
sizes of 734, 92 and 12 feet. 


But get al/ the facts—see your nearest Interna- 
tional Truck Dealer or Branch, soon. 








*Metro. Registered trade mark of The Metropolitan 
Body Company, Inc., subsidiary of the International 
Harvester Company. 


International Harvester Builds McCormick Farm 
Equipment and Farmall Tractors. . . Motor Trucks 
Industrial Power. . . Refrigerators and Freezers 





Tune in James Melton 
and “‘Harvest of Stars” 
NBC, Sunday afternoons 








All NEW, ALL PROVED 


INTERNATIONAL “> TRUCKS 


INTERNATIONAL HARVESTER COMPANY CHICAGO 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing — Inspections — Research — Certification 
2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











$4 Ford, Bacon & Davis 
2) ussuons Bngineers sonisere" 


NEW YORK © PHILADELPHIA © CHICAGO @ LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 








GILBERT ASSOCIATES, Ic. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas - 2 Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Houston Original Cos: Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








—— HENKELS & McCOY —— 














Electric & Telephone Line Construction Company 
per pencnonangy CONTEACTORS qunmvans coneets 
OVERH A 
CONSTRUCTION MAINTENANCE PHILADELPHIA TRE TRIMMING 
BALL FIELD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. @a8 AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 























HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











Tne Kuljian Gyocaion 


ENGINEERS! CONSTRUCTOR S 


1200 NORTH BROAD STREET, PHILADELPHIA 21 PA. 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 


Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








(Professional Directory Continued on Next Page) 
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LOEB AND EAMES 
Public Utility Engineers and Operators 
Iee and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer wae ee Co. 


CONSULTING, DESIGNING AND ) SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING fj INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports— Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Mention the FortnicHtty—I?t identifies your inquiry 











Public Utilities Fortnightly 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
» Sewage ong Industrial Waste Problem 
ainnelas: Refuse —_ Industrial Buildings 
City inning, —— Valuations, Laboratory 
121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
se 














BLACK & VEATCH 


CONSULTING ENGINEERS 
ppraisals, investigations and re- 
a desi and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS: REPORTS, RATES 


231 S. LaSaLige St., Cxicaco 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports ond 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — PoweR STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHIcAco 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Report: 





, 4 A 
ppralsals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G6. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y. 
Tel. Digby 4-1910 














W. C. GILMAN & COMPANY 
Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 
DEPRECIATION 

For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





United States Testing Company, Inc. 
Hoboken, N. J 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








pag & MAPES 


ncorporated 


ARCHITECTS ENGINEERS 
VALUATIONS — EPORTS 


STUDIES — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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e high hauling costs 
ort-circuiting profits ? 


You can get a direct “line” to lower hauling 
costs by investing in an economical Dodge 
**Job-Rated”’ Truck! 


Such a:truck will have an engine that’s “‘Job- 
Rated”’ to give you power to spare. Along with 
this extra power, you'll get maximum gas and 
oil economy! 


Every other chassis part will also be “‘Job- Rated”’ 
—engineered and sized to fit your job. Your 
Dodge Truck will cost you less to operate! 


If your-hauling is in heavy city traffic, you’ll be 
pleased with the ease of handling of your Dodge 
**Job-Rated’”’ Truck. If you go where roads are 
bad —or where there are no roads at all—you’ll 
like the power and dependability of your Dodge 
“‘Job-Rated” Truck. 

If high hauling costs are “short-circuiting’’ your 


profits, switch to economical Dodge ‘‘Job-Rated’’ 
trucks. See your Dodge dealer today! 
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AT THIS LOW PRICE YOU SHOULD RE-EVALUATE 
THE DOLLAR BENEFITS THAT 
SWITCHED CAPACITORS CAN GIVE YOU 


Are these conditions present on your system? 
(a) Overloaded transformers? 
(b) 20% or higher losses on peak? 
(c) Low voltage at time of peak or during emergency? 


To improve these conditions, you can buy General Electric 
13,200-volt automatically switched capacitor equipments for as 
little as $6.35 per kvar. A small installation expense (1 to 3 
dollars per kvar) will have these capacitors operating on your 


system, economically supplying kilovars, in a matter of days. 


It will pay you to consider General Electric switched capaci- 
tor equipments for your system to alleviate peak conditions at 


a price no other method can match. 





APPARATUS DEPT., GENERAL ELECTRIC COMPANY, SCHENECTADY 5, N. Y. | 


GENERAL (34) ELECTRIC 





